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Abstract

Disruptive start-ups empowered by digitization are increasingly rendering business m odels of in-
cumbent firms obsolete. At the same time, these start-ups face significant challenges as aesult of the
fast-paced and uncertain commercial environment. Instead of competing with each other, disruptive
start-ups can engage in coopetitive partnerships with incumbent companies to collaboratively diffuse
innovation. Coopetition constitutes a phenomenon characterized by simultane ous cooperation and
competition. While the majority of previous research has focused on coopetition among equally large
firms, this thesis combines the fields of disruptive innovation theory and coopetition by con centrating
on partnerships between disruptive start-ups and incumbents.

This qualitative, multiple-case study is based on four start-ups in the energy indu stry, which develop
a disruptive, blockchain-based platform and which are engaged in partnerships with incumbent firms
threatened to be disrupted. The study draws on both primary and secondary data in form of interviews,
whitepapers and other documents published by the case companies. The data malysis is conducted in
four steps: within-case analysis, cross-case analysis, identification of patterns ard creation of frame-
work. The resulting theoretical framework takes previous research as well as novel empirical findings
into account and presents a holistic basis for coopetition between start-ups and incumbents.

Besides the theoretical framework, the main findings of the study are threefold. First, an inter-
temporal tension in the realization of benefits becomes evident, as the dart-ups are able to capture
value from the coopetition before the established firms can. Second, anodel emerges which shows that
external and internal factors significantly influence the balance of cooperative and competitive forces.
External factors include changes in the commercial environment, whereas internal factors summarize
the perceived marginal benefits of the partnership. Third, the study finds tha t the strategies of the case
companies envisage a two-phase commercialization strategy, with a sustaining innovatim in the first
phase transitioning to a disruptive innovation in the second phase. Synthesizing these key findings, the
study concludes that coopetition between start-ups and incumbents constitutes a distinct phenomenon
and demands a finer-rJUDLQHG GHILQLWLRQ +HQFH WKH WHUP 3KHWH
offer a pathway for future research.

From a managerial perspective, this study provides insight into an effective way for start-ups to dif-
fuse disruptive innovations as well as for incumbent companies to react to disrupti ve threats. For both
parties, the results of this research amplify recommendations how value creaion and appropriation
processes in heterogeneous coopetitive partnerships can be fostered. As the atly takes place in the
energy industry, the empirical findings and managerial implications of this thesis are generalizable for
environments with similar characteristics. Replication of the underlying methodological approach of
this study in other environments is required to substantiate or to repudiate the empirical findings a nd
to enlarge their generalizability. Furthermore, since research in the conjunction of disruptive innova-
tion theory and coopetition is still scarce, considering other constellations of dissimilar coopetition
partners represents potential to bolster the newly defined term of heterogeneous patnerships.

Keywords coopetition, partnerships, disruptive innovation, disruption, disruptive strategy
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1 Introduction

Approximately half of all S&P 500 firms are expected to be replaced within the next
decade. The average tenure of these enterprises is estimated to shrink from 33 years in
1965 to merely 14 years in 2026. The emergence of disruptive start-ups plays an important
role in this increasingly fast-paced displacement of incumbent companies (Aetrany

2016). Airbnb, Spotify and Uber are only three examples for entrepreneurial firms, which
redefined their industry landscape by capitalizing on innovative business models based
on digital technologies. However, start-ups face considerable economic, technological as
well as regulatory uncertainty in early stages of the venture, while incumbent firms
represent a virtually insurmountable obstacle (Bhide, 2000; Stinchcombe, 1972). Instead
of emerging as a direct competitor of these established firms, disruptive start-ups have
the option to engage in partnerships with these to jointly create value. This phenomenon,
the simultaneous cooperation and competition between potentially disruptive start-ups
and disrupted incumbentsV WHUP HG 3 FARdRr&eHAlY 2006). R Q 7

1.1 Background and Research Problem

In coopetitive partnerships, start-ups and incumbents combine complementary skills and
resources to collaboratively cope with uncertainties and obstacles. In an increasingly
complex and fast-paced business environment, partnerships across organizational
boundaries become increasingly relevant (De Backer and Rinaudo, 2019). Hence,

research in this area adds valaenultiple stakeholders.

From an academic perspective, | seek to contribute to the advancement of two still nascent
but rapidly developing research fields: disruptive innovation theory and coopetition. In
the former, Christensen (1997) has first introduced the distinction between sustaining and
disruptive innovation, drawing on previous findings from scholars such as Bower (1970)
and Dosi (1982). According to the initial definition by Christensen, disruptive innovation
results in a product underperforming the incumbent product in regard to mainstream
attributes but outperforming this product in regard to novel attributes such as convenience
or simplicity, creating a new value proposition for customers (Christensen, 1997). Even
though the findings of this basic research are still valid today, several authors have
contributed to the further development of this field. Markides (2006) additionally
distinguishes disruptive technological, product and business model innovation to amplify

the distinct challenges and implications. A magnitude of research in the framework of
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disruptive innovation theory has also been focussed on response strategies of incumbent
firms to disruption by new entrants (Markides and Oyon, 2010; Wessel and Christensen,
2012). Marxet al.(2014) specifically pronounced partnerships with disruptive start-ups

as a viable response strategy. Moreover, research in this area also considered the roles of
regulation and digitisation in the context of disruptive innovation. As the key author in
this research stream, Christenstml. (2004) depict that governmental regulations have

a significant impact on the innovation landscape of an industry, while &kadg2018)

framed the concept of digital disruption, underscoring the importance of digital

technologiesn the innovation process.

Not only as a response strategy to disruptive innovation, the concept of coopetition was
introduced by Brandenburger and Nalebuff (1996) based on previous research in the field
of strategy and innovation (Hamel, 1991; von Hippel, 1987). It describes a paradoxical
phenomenon of cooperation among competitors to jointly create value. Research has
particularly concentrated on the process of coopetition with its dynamic balance, tensions
and critical success factors. Gnyawali and Charleton (2018) aneltlalg2016) link the
coopetitive balance, the balance of cooperative and competitive forces among the
partners, to the innovation performance. Furthermore, Retad(2017) add the concept

of coopetitive maturity to previous literature, explaining that the coopetitive maturity is
affected by internal and inter-relationship factors. Analysing the existent research in this
field, it becomes evident that the majority of research is focussed on innovation
performance of coopetitive partnerships (i.e. Bengtsson and Kock, 2000; Pereira and
Leitao, 2016; Yami and Nemeh, 2017). Moreover, authors have analysed the
opportunities and risks in the framework of coopetitive partnerships to elucidate how
value is created (Bounckex al, 2015; Levy and Powell, 2003).

Connecting the research areas of disruptive innovation theory and coopetition, initial
research has taken place in the field of coopetition among disruptive start-ups and
incumbents. Several authors highlight that these partnerships are particularly beneficial
due to the high complementarity of skills and resources (Freeman and Engel, 2007,
Weiblen and Chesbrough, 2015). However, the research in this conjunction is at an
infantile stage. By examining coopetitive partnerships among Austrian start-ups and
incumbents, Horat al. (2018) illustrate the dynamics in the initiation phase of these
collaborations. Furthermore, Ansast al. (2016) focus on the process of disruption,

especially highlighting tensions evolving from the partnership among these unequally
2



sized partners. These two studies have already identified particularities for the specific
case of coopetition between start-ups and incumbent companies. Having identified this
aspect, the research problem becomes evident that the findings of previous research in
this field, which is primarily based on partnerships among equally-sized competitors,

cannot be entirely projected on the specific case.

Besides the academic contribution, | aim to show how innovative Xt&% FDQ 3GLVUXSW
societal challenges. My view is that the innovative capabilities of start-ups in combination

with the economic strength of established companies have the potential to contribute to

the solution of these challenges. Moreover, | agree with Anténio Guterres, Secretary
*HQHUDO RI WKH 8QLWHG 1DWLRQV ZKR UHFHQWO\ SURQ
VA\VWHPDWLF WK U sPnguptal 2028 Bedé lw@rhis study | seek to utilize
&OD\WRQ 0 &KULWQpite fiovaturkiel &alyise how climate change

FDQ EH 3G LWMoeXspedifidaBy, this study analyses how innovative solutions of
entrepreneurial firms with a profound impact on climate change are diffused in
partnerships with incumbent firms within complex industry frameworks such as the

energy industry. Furthermore, from a managerial perspective, this thesis intends to
support leaders of start-ups and established firms to capture the scientifically proven
benefits of coopetition (i.e. Bouncken and Kraus, 2013; Pereira and Leitao, 2016).
Specifically for entrepreneurs, this study explicates the possibility of avoiiattjes

ZLWK JLDQWYV  Edopét@ivelpartn@rdhipsQwith them.

1.2 ResearchGap and Research Questions

Based on a comprehensive review of existing literature in the field of disruptive
innovation theory, coopetition as well as blockchain-technology, | discovered several
suggestions of leading authors for future research. Christensgr(2018) specifically

calls for more research on partnerships between disruptive start-ups and disrupted
incumbents as a diffusion strategy of and a response strategy to disruptive innovation.
This is confirmed by authors in the area of coopetition theory such as Bougtcen
(2015) and Ritaleaet al. (2016). Moreover, Rusket al. (2018) describe the emerging
blockchain technology as a specifically interesting area to explore the phenomenon of

coopetitive partnerships in this specific constellation.

Considering the potential of coopetitive partnerships among start-ups and incumbents for

practice and society in light of the detected research problem, I claim that a research gap

3



IS present in the conjunction of disruptive innovation theory and coopetition. To be more
specific, | seek to address the lacuna from the perspective of the disruptive start-up. This
is in agreement with the recent study of Christenseral. (2018), which calls for
additional research on the specificities in disruption processes. With this study, | aspire
not only to further elucidate these specificities, but also to highlight how coopetition can
beaproactive strategy of start-ups to disrupt industries in collaboration with incumbents.

I plan to close this gap by developing a holistic framework, drawing on previous studies
as well as new empirical findings. To guide my research, | define the following research

question (RQ) and four supporting sub-questions (SQ)

RQ: How are start-ups disrupting a highly regulated industry through coopetitive

partnerships with incumbent companies?

SQ1: How does the commercial environment impact the strategies of disruptive
start-ups?

SQ2: Why do disruptive start-ups and incumbent companies pursue coopetitive

partnerships?

SQ3: How are coopetitive partnerships between disruptive start-ups and

incumbent companies performed?

SQ4: How do coopetitive partnerships between disruptive start-ups and

incumbent companies promote the diffusion process of disruptive innovation?

While the overarching research-question directly addresses the identified research gap,
the four sub-questions provide a structure to systematically analyse multiple aspects of
coopetition. The research question with its sub-questions further determine the research
design and influence the development of an appropriate methodological approach.

1.3 Research Design

Corresponding with the nature of the research questions, | chose to base the study on
gualitative research design. More specifically, | decided to conduct a multiple case study
as described by Eisenhardt (1989) and Yin (2008 case study approach is especially
applicable for this study since | aim to further explore the phenomenon of coopetition and
to add new theory to the research stream.

4



To establish comparative grounds among the cases, | chose four suitable case companies
in a highly systematic approach, by utilizing the concepts of population and theoretical
sampling for reducing extraneous variation. The four case companies represent the
leading start-ups with blockchain-based peepeer energy trading applications. To
ensure the representation of diverse geographical environments, the case companies are
based in Australia, Estonia, Singapore, and the United States. These entrepreneurial firms
are particularly suitable for the purpose of this study, as their energy trading platforms
have the potential to render the business models of incumbent energy retailers obsolete
in the long-term. Nonetheless, the start-ups collaborate with the incumbent energy
retailers to diffuse their innovation. Per definition, this represents a coopetitive

partnership.

As my study focusses the start-$§iperspective to coopetitive partnerships, | chose to
conduct interviews with key employees inHh FDVH FRPSDQLHVY VWUDWHJ\
development departments to collect applicable primary data. To obtain an additional
perspective, | decided to interview Michael Barnard as an expert in the field of emerging
digital technologies in the energy industry. To ensure validity and reliability, | was further
able to triangulate these findings with available secondary data published by the start-ups
and incumbent companies in press releases, whitepapers and blogs. To systematically
analyse the collected primary and secondary data, | dedddpur-step procedure based

on those outlined by Eisenhardt (1989) and Yin (2003), utilizing the inductive coding
approach as described by Thomas (2006) as well as visualizations as recommended by
Miles and Huberman (1994).

Even though | ensure the quality of my research through a carefully developadiagd
systematic methodological approach, certain limitations apply to this study. First, this
study takes place in the energy industry and, as demonstrated by the findings, the
commercial environment has a significant impact on each party and the coopetition.
Hence, the findings are restricted to environments with similar characteristics like the
energy industry. Second, | focus on the starfrigerspective and thus, tHeQF XPEHQW {V
perspective has yet to be explored further. Third, some of the empirical findings are based

on ex-ante data, meaning explanations of the interviewees about future strategic actions.
Consequently, the effectivity and performance results of these decisions cannot be
evaluated.



1.4 Thesis Structure

Since the structure aims to ensure the coherence and logic of this study, | ttedidele

this thesis ito five distinct chapters. After the introduction, | review existing literature in

the relevant fields. As required by the research problem, | selected the research areas of
disruptive innovation theory, coopetition as well as blockchain-technology for a detailed
review. Subsequently, | synthesize the findings of this literature review in a preliminary
theoretical framework that guides the development of a suitable methodological
approach. Taking the philosophical positioning of this study into account, the
methodological approach is elucidated in the third chapter, which also specifies the data
collection and analysis procedures. In the last part of this chapter, | evaluate the quality

of this methodology and consider ethical concerns.

Having the theoretical framework and the methodology in place, the fourth chapter
introduces the empirical findings, divided into three parts. In the first part, the cases ar
analysed separately to establish an in-depth understanding of each individual case. In the
next part, | compare the four cases, identify similarities as well as differences, and
eventually discuss emerging patterns. Based on these empirical findings, | modify the
theoretical framework in the next step and answer the research questions. In the final part
of this thesis, | conclude with the main findings, theoretical contributions, and managerial
implications. Additionally, | state the limitations of this study and illustrate promising

areas for future research.



2 Literature Review

In this chapter, | review the findings of previous research to develop a theoretical
framework for the empirical part of this study, which addresses the identified research
gaps. The literature review follows a systematic and logical approach. In the first part, the
disruptive innovation theory is introduced to explain the process of disruption and the
managerial implications for start-ups and incumbents. Since alliances among competing
firms represent one valuable option to respond to disruptive innovations or to disrupt
markets actively, the literature about these allianEe3OOHG *FRRSHWLWLRQ ™ LV
the second part. At the end of this second part, the previous findingopetitive
alliances between start-ups and incumbents are explicated, as the empirical study aims to
contribute to this more specific field. In the third part of the literature review, blockchain-
technology is introduced with a particular focus on its impact on busind$sereview

of the literature in this field is especially important, since authors widely amree
blockchain$ significant influence on business models and potentially disruptive impact
on industries. Hence, this chapter is closely linked to the first two. At the end of the
literature review, the findings are summarized and a theoretical framework for the

empirical part is presented.

2.1  Theory of Disruptive Innovation

Since this study engages with the scholarly discussion in the framework of disruptive
innovations, an extensive review of the existing literature is required. After the origins of
this concept are introduced, this chapter will describe how disruptions evolve, what start-
upVY VWU D W Hisrupt \hdistdiés and which response strategies incusibant
choose to counter these disruptions. Since regulation and digitisation have a strong impact

on disruptive innovations, two subchapters are dedicated to analysing the roles of those.

The disruptive innovation theory was introduced by Christensen (1997), when he
distinguished*VXVWDLQLQJ  DQG 3G Lhased SMalcympreheQsy&RoaseW LR Q V
study of the disk drive industry. While he suggests that sustaining innovations enhance
the performance of a certain product and target primarily mainstream customers,
innovations of disruptive nature are developed along other value propositions and focus
new or different customer segments. The result of disruptive innovation is a product

underperforming in the mainstream market at the time of inauguration, but outperforming



the mainstream product in certain attributes such as price, simplicity, and convenience
(Christensen, 1997).

The foundations of& KULV W H Q V &€ fiadged\oK HiriRlidgs of previous research

conducted in the areas of strategy and organizational theory (Bower, 1970; Salancik and
Pfeffer, 1978). Especially the explanation of continuities and discontinuities in
technological innovation by Dosi (1982) were fundamental. His study of technological

change coined the term8LQFUHPHQWDO ™ DQG :2UH2GdriRdd One LQQRYD)
represents an innovation within a certain technological paradigm, whereas the latter one

goes beyond that, introducing a newly emerged paradigm. The introduction of the term
SDUFKLWHFW X U Berder$pik 2hD Wark Q990) reflects another important

basis of the disruptive innovation theory. They claim that architectural innovations,

similarly to disruptive innovations, can haa&evastating impact on incumbents since

they undermine their value propositions.

While the initial implications of the disruptive innovation theory are still valid today,

different authors proposed improvements and refinemait® &KULVWHQVHQYfV W
(Danneels, 2004; Markides, 2006; Nagtyal, 2016). Most notably, Markides (2006)

claims that disruptive innovations need to be furtpeupedinto three categories:

disruptive technological, product and business-model innovation. His reasoning builds on

the dissimilar target markets, challenges and managerial implications, which each of the

three comprises. As an example, business-model innovations usuallpfeysanding

existing markets, while radical product innovations target new markets resulting from a

supply push. Admittedly, this implies different challenges for managers, which again

require specialized coping strategies (Markides, 2006).



2.1.1 Evolvement of Disruptions

.
Ll

— —» Customer Demand Trajectory

Disruption can be explained a three-

—>» Company Improvement Trajectory

step process (see Figure 1). In the fil

Performance

step, an underperforming product
introduced, which aims at new marke’
with new value propositions. In the
second step, the performance

regards to traditional attributes i

improved through investments, so th Dot | | [P

it in the third step outperforms ant.
. . Figure 1: Evolvement of Disruptive Innovations, Source:
replaces the incumbent product in tlchristensen et al. (2004, p. xvi)
mainstream market (Christensen, 1997). This subchapter will explain these three steps in

more detail so that a holistic picture about the process can be attained.

In the first step, an underperforming product aims at overshot customers. Overshot
customers refuse to pay a premiumdbigher performance-level, which does not further
enhance the perceived value of the product (Christeztsn 2004; Adner and Zemsky,
2006). Additionally, the newly introduced characteristics such as convenience disrupt
customer behaviour, encouraging previous non-customers to buy (Markides, 2006). In
this early stage, the motivation/ability framework can be utilized to discover potential
disruptions. In this framework, Christensen (2004) indicatesdisauptions are more

likely in industries, where incentives and capabilities to innovate are considerable. These
factors are influenced by both typical market factors, and non-market factors such as

standards, norms, and government regulations.

In the second step, differences between new entrant and incumbent company evolve on

both sides of this framework. Since the entrant is improving its product in this stage,
asymmetries in motivation and ability evolve. Consequently, the incumbent companies

identify the new competition in the low-end market, and either attempt to compete in this
segment orto fly up-market. Incumbent companies predominantly choose the latter

option, becaus®V KH\ VW UXJJOH WR FRPSHWH ZLWK QHZ HQWUDQ'
RPV-theory. ThistheoylGHSLFWYV WKDW D FRPSDQ\TV WbshdgpeXUFHV S
its FRPSHWLWLYHQHVY LQ D FHUWDLQ DUHD 6kb®QFH WKH L
values are not aligned with the new opportunity, they rather abandon the lower segment

and aim at more premium customers instead (Christents#n2004). Gilbert and Bower
9



(2002) support this observation, while exemplifying this issue with the disruption of
Kodak, and further demonstrate that framing plays an important role in the second stage

of the disruption process.

In the third step, the new product outperforms the incumbent one in regards to the
traditional attributes, so that the competition consequently takes place in the premium
segment as well, where the incumbent company cannot move upmarket. Since the new
product is additionally superior in regards to other attributes such as convenience and
price, and since the resources, processes and values of the incumbent company remain
unadapted to compete with the new entrant, the incumbent product rapidly loses market
share (Christensest al, 2004).

Although this trajectory has been confirmed by several case studies conducted in the last

two decades (Christensen, 1997; Christensen and Tedlow, 2000; Ans#fi2016),

research has identified several success factors. In the early days of the scholarly
discussion, the extent of the technological change was described as the reason, why the
LQFXPEHQWTV VL W(XBhhaRaQd Gridévsan,) 1986 Bewtierson and Clark,

1990). However, Christensen claims that the issue rather lies in the disability of a firm to
amendits strategy and to appropriately allocateithesources than in technological
incompetence (Christensen and Bower, 1996). In addition to that factor, he proposes that
competitive value networksthe organizational design of a compasgan be decisive

for successDQG IDLOXUH DV ZHOO %RWK IDFWRUV DUH EDVHG

disk drive industry (Christensen and Rosenbloom, 1995).

In conclusion, the three-step process of disruption builds the basis for every future
research in this field, and it is crucial to consider that success depends not just on
technological, but also on managerial capabilities of a firm. For this reason, the next
chapter will explain the disruptive strategies of start-ups, before the potential response

strategies of incumbents are explained.

2.1.2 Disruptive Strategies of Start-Ups

Undoubtedly, start-ups differ from big companies in a variety of ways: they possess
different resources, face different challenges and address these challenges in a particular
way. Therefore, this section will first introduce the challenges start-ups are facing, before

ways of formulating disruptive strategies are explained. Subsequently, two

10



commercialization strategies are illustrated, and viewed in the context of theX 3tV

environment.

Less than ten percent of all start-ups survive the first years after foumdprgvide

positive financial returns to its founders at some point (Bhide, 200 is mainly due

to the unique challenges start-ups are facing, which can be classified into three different
areas. Firstly, the lack of capital may stem the growth of start-ups. Even though venture
capital firms provide funding, they requiadast and high return on investment (Bergset

and Fichter, 2015). Secondly, early-stage entrepreneurs are confronted with high
economiel, technological and regulatory uncertainty. This uncertainty further increases
because limited resources prohibit comprehensive market research ahead of founding the
venture. Lastly, start-ups frequently lack crucial skills and know-towmanage
unforeseeable circumstances (Bhide, 2000). Despite these unique challenges, start-ups
incorporate certain characteristics threatening especially incumbent confpanies
positions. Young firms are able to innovate more freely and creatively because they do
not need to justify their approaches or report to superiors. Additionally, they frequently
do not follow a planned strategy, but rather coordinate their actions as emerging
circumstances demand (Downes, 2013).

While a higher degree of freedom might spur disruptive innovation, the flexible strategy
is essential to increase competitiveness throughout the process of disruptive innovation.
Mintzberg and Waters (1985) distinguish two processes of strategy formulation:
deliberate and emergent strategies. A deliberate strategy is formulated in advance based
RQ KROLVWLF GDWD DQitiRnpléméntéd tdgrdbwn PiDddritres¥Wovthis, an
emergent strategy evolves from dayday decisions through a bottom-up approach.
When circumstances are likely to change rapidly, strategies tend to be formulated bottom-
up to maintain flexibility. Especially in the early stage of a venture, the emergent strategy
permits the necessary freedom. At a later stage, the switch to a more deliberate strategy
is required to enable the growth of the disruptive start-up (Christensen and Raynor, 2003).
Ansariet al. (2016) confirm this view in a study about disruption in the U.S. television
ecosystem. This study showed that TIVO as a start-up was forced to adjust its strategy
continuously to secure incumbefissipport and to minimize spill-over effects of actions

on other ecosystem partners.

11



As Figure 2 i||UStra'[eS, Improved understanding of

Deliberate what works and what does not

usually both types of strat: Strategy  |*

egy formulation can be

recognized at the samu

. Resource
: P B =non's Allocation Investments s
time W|th|n one Company Values Process Strategy

in a process of continuou

adjustment. They conflu-

Emergent |

ence in the resource allo Strategy  |©  Unanticipated opportunities

and challenges

cation process, which the'f:igure 2: Strategy Formulation Process, Source: Christensen and Rayn
determines the actual stra(2003, p. 215)

egy through investment in certain new products, services, processes, or acquisitions.
These funded initiatives can be defined as strategic actions (Mintzberg and Waters, 1985).
In this context, it is also important to link getwo different planning processasthe

two types of innovation. Deliberate planning favours sustaining innovations. Here,
assumptions are established in the first step, the strategy is developed based on the
assumptions in the second step before the strategy is implemented in the third step.
However, an emergent strategy in combination with discovery-driven planning aids
disruptive innovations. Discovery-driven planning requires the introduction of financial
targets as the starting point in the first step. Next, the critical assumptions are developed,
which need to be fulfilled to reach these targets. Finally, the assumptions are tested, before

the strategy is implemented through aligned investments (Christensen and Raynor, 2003).

In regards to the actual commercialization strategy of innovations by start-ups, two
different forms can be distinguished according to Gans and Stern (&#@8pmpetition-

and the cooperation-strategy. The competition-strategy depicts that the start-up builds a
new value chain and penetrates the market independently. Consequently, high
investments need to be made, and new customers attracted, even though the resources are
scarce. On the other side, Christensen (1997), as well as Henderson and Clark (1990),
argue that the competition strategy offers the opportunity to develop technological
capabilities more effectively. In contrast, the cooperation-strategy leverages an
established value chain in collaboration with an incumbent company. Hence, the initial
investments are lower, and the customer base of the incumbent can be leveraged.
However, the disclosure of intellectual property to an incumbent company can lead to

tensions. The inherent paradox of disclosure evolves from the need to disclose
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information to an opposed party in a negotiation, but the disclosure of this information
weakens theGLVFORVLQJ S DAUowW)19625 RVLWLRQ

Based on previous findings from Teece (1986), Gans and Stern (2003) argue that the

choice of the commercialization strategy is dependent on the commercialization
environment. This environment can be separated into the excludability environment and

the complementary asset environment. The former one illustrates the ability of the start-

up to preclude incumbents from imitating the innovation. This can be achieved either by

IP protection or by technological complexity. The other factor, the complementary asset
HQYLURQPHQW LV GHILQHG E\ WKH OHYHO WKH LQFXP

proposition of the start-ugnovation (Gans and Stern, 2003).

Overturns Incumbents Asset Value Reinforces Incumbents Asset Value

7

Bé
2

z

= Attackers Advantage Reputation-Based Trading

e (Competition-Strategy) (Cooperation-Strategy)

&
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2 | that technological progress will determine able to cooperate with the most advanced
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-

Figure 3 Impact of Commercialization Environment on Commercialization Strategy, Sdbacs: and Stern (2003,
p. 341, modified)

Figure 3 links the commercialization strategies with commercialization environments.

Four differentFRPSHWLWLYH G\QDPLKENMVWHPRBY D B WDIKIH O WGHDR/ ||
SUHSXVEDWHB QAMUDG EQUHH Q | L HOGars Rritl Steivy, 002, B.G40).

While 3JUHHQILHOG FRPSHWLWLRQ ™ LV PRpsWtisDiMRINUDEOH IR
impossible to diffuse disruptive innovations independently in case @nvironment

termed 3L GHDYV | InFthe Ratiar case, the established company owns the assets
required to commercialize the innovation, and thus start-ups tend to focus on research
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while commercializing their innovations through partnerships with incumbent companies
(Arora et al, 2001; Gans and Stern, 2000). In this scenario, the primary question is not
which commercialization strategy is chosen, but how and when the cooperation is
executed. Instead of disrupting the established firms, the start-ups reinforce the value
proposition of these companies. Gans and Stern (2003) further claim that before the
cooperation is entered, the feasibility of the technology needs to be demonstrated. On the
other side, incumbents utilize the ideas of disruptive start-ups to enhance their

competitive advantage.

2.1.3 Response Strategies of Incumbent Companies
After the strategies of start-ups in the context of disruptive innovation were explained in
the previous chapter, this chapter introduces possible response strategies of incumbent

companies to react to entrants with disruptive potential.

Scholars agree upon the notion that incumbent companies frequently struggle to remain
competitive in the event of disruption in their industry (i.e. Christensen and Rosenbloom,
1995; Dedehayiet al, 2017; Hill and Rothaermel, 2003; Rothaermel and Hill, 2005;
Tushman and Anderson, 1986). Nevertheless, appropriate strategic choices can help them
to remain competitive while facing disruptive new market entrants. Christensen (1997)
claims that the reason for the failure of incumbent companies is a bias towards certain
management practises. TheBR P SD Q L HV s [oQu Rivharly arRtie traditional

target customers, so that consequently the needs of these customers primarily impact the
new product development. This assumes that customers can always pronounce their
needs, which is not necessarily true. However, disruptive innovations focus on the latent
needs of customers such as convenience, which cannot be clearly expressed by customers.
Furthermore, shareholders of incumlisetypically demand high growth, forcing the
company only to target larger markets, and to neglect smaller ones with enormous, but

highly uncertain growth potential (Christensen and Raynor, 2003).

In the same study, the author gives advice for managers as well. Nevertheless, before
implementing response strategies straight away, the potential impact of a disruption has
to be analysed. On the one hand, the tools described in Chapter 2.1.1 such as the RPV-
theory or the motivation/ability-framework can be utilized to attain a better understanding
R1 DQ L QG XV(ohdstgnseieX &, 2004) On the other hand, additional concepts

should be taken into account to analyse the extent of a disruption on a particular company.
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The model of thelextendable corg which was introduced by Wessel and Christensen

(2012), systematically evaluates the influence of a disruptioor RPSDQ\YfV EXVLQH’
model in a three-step procebsthe beginning, the value proposition of the disruptor and

the relative value proposition of the own company need to be diagnosed, before in the

final step the extendable core is analysed. The extendable core of the potentially
disruptive new entrant is described #ise aspect of its business model that allows the

disruptor to maintain its performance advantage as it creeps upmarket in search of more

DQG PRUH FXWMWdRanH Chvistensen, 2012, p. 58). This core can be analysed

by assessing different barriers of disruption in the areas momentum, technology-

implementation, environment, and business-model.

Option 1 Option 2 Option 3 Option 4
o
g b
EE. B Ignorance Avoidance Embracement Hybnd
2

h J L 4 v h J
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2 F : F
b 8 i Proactive Attack the =
=8 Traditional L g tradrtional and
= E . Repositioming Dismuptor : :
& Business new business

Figure 4: Response Strategies of Incumbents, Source: Own Creation
A large share of the research in the scholarly discussion about disruptive innovations has
focussed onLQFXPEHQW fV U H\CGhenQyadd TéNid) ROAOH Markidés and
Oyon, 2010; Markman and Waldron, 2014; Wessel and Christensen, 2012). Figure 4
clusters the different strategiggo four groups by the direction of the response and by

the action plan chosen to remain competitive.

The first option can be defined & JQRUDQFH"~ 'HVSLWH WKH GLVUXSW
innovation, a company is not always forced to react, as already explained in the context

of the extendable corés Charitou and Markides (2003) proved with a case study of the

airline industry, disruptors sometimes might capture market shares quickly, but never
capture the whole marke) X UWKHUPRUH D GLVUXSWLRQ PLJKW WI
industry, but not its market. Consequently, the target customer of the incumbent is not
affected by the new entrant, even though the new entrant attracts new customers. These

two scenarios do not necessarily require the incumbent to react, so that the focus can be
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kept and intensified on the traditional business (Charitou and Markides, 2003;
Christensen, 1997).

Adner and Snow (2010) introducedb Y R L G D Qe ldécdnd/ option, arguing theat
incumbent company can evade a disrupbgiproactively repositioning their offering in

the market. They base their argumentation on the heterogeneity of customer demands,
which allow the repositioning of the traditional offering into a niche, where the new
entrant is not (yet) competitive. As another strategic action, some researchers have
proofed that incumbents can avoid disruption for a certain period of time by aggressively
investing into traditional capabilities (Adner and Kapoor, 2016; Céieml, 2010;
Utterback, 1994).

The third option3(PEUDFHPHQW ™ VXPPDUL]JHV GwhicHfd¢d€Qov VWUDW L
adopting the disruptive innovation in a particular way. Christensen (1997) recommends

that incumbents should create and spin-off a start-up, which is equipped with the required
resources and autonomies to develop solutions to face the disruption. The proposed action

of O'Reilly and Tushman (2016) builds up on this strategy, but rather suggests
organizational ambidexterity as a solution, meaning that dual structures shouldaenable

focus on both traditional and new markets. This approach contradicts with the
argumentation of Christensen and Raynor (2003), which highlight that an independent

organizatioml unit is necessary to capture the value of disruptive innovations.

Furthermore, a disruptive innovation can be embraced by co-opting with these new
entrants. Markides and Geroski (2004) indicate thespecially in regard to disruptive
product-innovationstestablished companies should not attempt to develop disruptive
products themselves, but rather invest into promising firms and create a network of start-
ups. When the market matures, the incumbent can acquire the remaining shares of the
entrant to consolidate the market and scale-up the operations. This perspective is
confirmed by a number of scholars (Christensen and Alton, 2011; Kapoor and Klueter,
2015). Instead of the acquisition of start-ups, incumbents can also choose to license their
technology or to collaborate with them in the form of a strategic partnership @larx

2014). The latter option illustrates a paradox, since both companies would collaborate

and compete simultaneously. This relationship is further elucidated in Chapter 2.2.

7KH IRXUWK RSWLRQ WR UHDFWWRDWIRFXPEKIQWRNHDOQD ¥+
embrace the disruptive innovation partially but focus on sustaining innovation at the same
16



time (Furr and Snow, 2015). This strategy is especially applicable in uncertain market
conditions when, for example, a market transitions into the next generation of a certain
technology. The effectiveness of this strategy has been corroborated by case studies in
the mobile network and the digital camera industry. In these studies, it was shown that
established companies choose to partially base their innovations on new technology, but
at the same time imprewthe established technology along the traditional performance
trajectory (Ansari and Garud, 2009; Sandsteiral, 2009).

While this chapter confirms that disruptive innovations pose a threat for incumbent
companies, it is shown that different strategic alternatives exist to face the disruption. The
response strategy istobe choeti SHQGLQJ RQ D ILUPYJV UHVRXUFHYV DQ¢
the characteristics of the disruptor, as well as the motivation and ability to react (Charitou

and Markides, 2003). As Christensen (1997) showed that both the motivation and ability

to react are heavily influenced by governmental decisions, the next chapter will elucidate

the effect of regulations on both factors.

2.1.4 Role of Regulation in Disruption

Since the empirical part of this study is based on case studies in the energy industry, which
reflects a heavily regulated industry, the literature about the impact of regulations on
disruptive innovations builds an important foundation for this research (Stenzel and
Frenzel, 2008). While the motivation/ability-framework was already introduced in
Chapter 2.1.1, this chapter will explicate the impact of government regulatieachn

side of the framework. At the end of this chapter, the concept will be utilized to explain

strategic actions in a case study.

Motivation and ability directly influence the con &

ditions for developing innovative products, se IS ing for a

Target The Hotbed

vices or business models. If both are available,

circumstances support innovations. In compe

Motivation

son to established companies, which focus on ¢

. . . . Looking for
taining Innovations, start-ups are more prone The Dilemma the Money

attack the incumbents with disruptive innov:

A\ 4

tions. Thus, favourable circumstances foster c Ability
ruption and make markets less predictable for Figure 5: Motivation/Ability-Framework,

. . Source: Christensen et al. (2004)
players. As Figure 5 shows, a tlg-two-matrix,
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with scores for motivation and ability along the axes, classifies the factors into four dif-
ferent environments (Christensenal, 2004). In addition to market factors such as,size
growth and access, nonmarket factors can heavily affect the circumstances. More
specifically, these factors include industry standards, technological advancements, and
most importantly, government regulations. Governments can utilize levers such as tax
treatments, rate regulations, and competition policies to intervene with the goal to create
an environment, which promotes innovation. This environment was coined by
&KULVWHQVHQ HW DO tthe setfing ifvekeHbothRndtialtiod and ability

are high, so that nothing prohibits sustaining and disruptive innovation.

Even though one factor might be underperforming in an industry, the government can
take regulatory actions to counter this situation. Influencing the motivation frequently
proves to be complicated, since not the lack of motivation directly, but the underlying
root causes need to be addressed. And even if these are identified, taking regulatory
actions to intervene in the market might entail unintended ramifications. However,
enhancing the other side of the framework, the ability factor, through government levers
is less difficult +especially if legal barriers are the key bottleneck. If the governments
adjust these regulations in favour of innovations, new entrants will appear in the market

attacking the incumbent companies (Christereteal, 2004).

Graffy and Kihm (2014)corroborate the influence, which regulations can have on
innovations, with their study on companies in the electric utility market. They argue that
regulations in the energy industry are not meant to be seen as legal protections for
incumbent companies, because the environment can still change rapidly through new
policies allowing start-ups to enter the market with disruptive business models. Moreover,
they claim that even in markets where innovative ability is constraint by opposing
regulations, disruptive strategies can prove successful, since industries do not remain
completely stagnant due to underlying economic, social and environmental pressures
(Graffy and Kihm, 2014). Furthermore, in regulated markets companies have the
possibility to collaborate with regulators to adjust policies in favour of their ability to
innovate.As Stenzel and Frenzel (2008) indicate in their case stfidBpanish utility
companies, incumbents can proactively impact governmental regulation to align them
with their technological strategy. This finding adds an additional perspective to
& KU LV W iexplandt@nsy not only can regulators amend regulations to favour

innovation, but firms can also collaborate with governments to develop advantageous
18



regulatory frameworks. This finding applies particularly to emergent markets, as shown
by the case study of the renewable energy industry (Stenzel and Frenzel, 2008).

2.1.5 Role of Digitisation in Disruption

As the empirical part of this study takes place in the energy industry, which isyheavil
affected not only by regulations, but also by digitisation, a sound understanding of the
relationship between disruption and digitisation is necessary. Hence, | first introduce the
general process of digital disruption, before | explain the specificities of digital platforms

and subsequently the options for incumbents to react.

Digitisation has the potential to disrupt all industries, and nine out of ten company leaders

admit that they are already engaged in digitisation, while only 16% of all companies have

taken measures to prepare for potential digital disruption (Baetredt, 2015; Bughin

and van Zeebroeck, 2013 LJLWDO 'LVUXSWLRQ~ aprobeSayi witchbV D WHU
digital innovations systematically erode value propositions of companiesefTah

2015). Furthermore, Skogf al. (2018) highlight that digital disruption processes create

and capture value by recombining resources and disintermediating interactions, leading

to wide-ranging effects on the competitive landscape. The special disruptive potential of

digital innovations can be illustrated by three factors. Firstly, digitisation enables capital-

light business models with highly competitive cost-stiestueasing the financing and

increasing the flexibility of these ventures (Bughin and van Zeebroeck, 2017; Wessel,

2017). Secondly, the pace of disruptive digital innovation is accelerated due to its
programmable nature (Yooet al, 2012). And thirdly, digitization renders
GLVLQWHUPHGLDWLRQ WKURXJK SODWIRUPV SRVVLEOH H
business (Hagiu and Altman, 2017; Van Alstgteal, 2016).

According to research from _ry.
Producers
Van Alstyneet al. (2016), the

emergence of digital platforms
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Figure 6 Structure of Digital Platforms, Source: Van Alstyne et al.
(20186, p. 6)

which form the platform ecosystemwners, providers, producers and consun@vay-

study lists four distinct players
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ers possess the back-end of the platform, acting as developers and governing body,
whereas providers possess the front-end, meaning the user interface and the customer
relationship. Furthermore, the platform enables transactions between producers and con-

sumers, as visualized in Figure 6.

The implications of platforms are wide-ranging, decreasing the significance of supply-
side economies of scale while increasing the significance of demand-side economies of
scale +t FRPPRQO\ WHUPHG DV B@iHayZmRddds bbhseH BN didital
platforms concentrate on maximizing the participants interacting with each other, instead
of accomplishing pure sales growth (Van Alstgtal, 2016). The threat for incumbents
further intensifies, since venture capital firms indicate strong support for platform
business models and since these start-ups frequeHiti® bl | L Wspbbit&Bous private

G HUHJX EDalkhak §hd Geradin, 2016; Zhu and Liu, 2014). In contrast to the
explanations of Christenset al. (2004) about the role of regulation in the last section,
Edelman and Geradin (2016) indicatattimnovative platforms have the potential to
render existing regulations and policies obsolete. As seen in the rise of companies such
as Uber and Airbnb, new entrants are frequently overlooked by regulator due to their size,
but because of their rapid growth these firms eventualyRePH 3 YLUWXDOO\ XQVWF
DQG HYHQ S U(Bdevrdrzand@etadin, 2016, p. 85).

Because of these unique characteristics of digital disruption as well as platforms, Bughin
and van Zeebroeck (2017) propose a modified disruption process, containing two loops.
During the first loop, a start-up enters the market with a digital innovation threatening the
position of the incumbent. In the second loop, the established companies react to the
disruptive threat by co-opting the digital innovation. This leads to increased competition
not only between the entrant and the incumbent, but also among the incumbentt. Skog
al. (2018) confirm this notion, depicting that digital disruption leads to intensified

competition between all market participants.

Due to these implications, it is important to specify options for incumbents to react.
Bughin and van Zeebroeck (2017) hint that it is advisable for incumbents to react to the
threat of digital disruption at scale, meaning not just implementing digital initiatives but
incorporating digitisation as a strategic priority. This view is affirmed by Skog.
(2018), although they concede that the rapidity of digital disruption poses an additional

threat, making it even more difficult for incumbents to react. Moreover, to fend off new
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entrants with platform business models, previous research concordamtiymends
established firms to explore these models within their own frameworks (Hagiu and
Altman, 2017; Van Alstyneet al, 2016). While Edelman and Gerad016) confirm

this notion, they exemplify improving existing products and retreating from the market
as alternatigs which corroborads the options listed in Chapter 2.1.3. Edelman and
Geradin (2016) further add legal actioasa fourth option, in case the new entrant

violates existing laws.

During the review of literature in the field disruptive innovation, it becomes clear that
previous research has focussed primarily on the process of disruption, the strategies of
start-ups to disrupt industries and the response strategies of incumbent companies.
Although researchers increasingly focus on the roles of regulation and especially of
digitisation in this domain, the literature is still scarce. Consequently, Yu and Hang (2010)
call for intensifying the combination of disruptive innovation research with other fields.
Furthermore, they indicate the technological perspective as another path for future
research. Christensegt al. (2018) add that future research should also analyse the
performance trajectories of disruptive innovations as well as identifying response
strategies of incumbents in more detail. More specifically, they suggestotbating

and partnering with start-ups requires more attention. Since the collaboration of start-ups
and incumbents results in a paradoxical relationship of concurrent competition and
collaboration, the theoretical foundations of this phenomefoB,OOHG 3FRKRSHWLWLF

explained in the next chapter (Bengtsson and Kock, 2000).
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2.2  Coopetition

7KLY FKDSWHU LQWURGXFHV WKH FRQFHSW Rl 3&RRSHWL\
competitive behaviour of firms within one and the same relationship (Bengtsson and

Kock, 2000). At the beginning of this chapter, I illustrate the historical emergence of the
concept, before the three different research fields in coopetiiddd RFHVYV"~ 3RXWFRPH
D QG 3HY D-Gi¢ BepakaRe(y discussed in subchapters. Subsequently, the special case

of coopetition between incumbent companies and high-tech start-ups is discussed, since

this reflects the more specific subject of thx(G\fV HPSLULFDO SDUW

Although different definitions of coopetition exist, scholars widely agree that coopetition
describes a phenomenon of simultaneous competition and cooperation taking place
between distinct firms to create value (Bengtsson and Kock, 2000; Bougickie2015;

Gnyawali and Park, 2009). The concept stems from the fields of strategy and innovation,
where scholars first recognized the phenomenon in 1987 (Hamel, 1991; von Hippel,
1987). Brandenburger and Nalebuff (1996) coined the téroopetition” and its
academic framework by applying game theory to visualize the impact of this paradoxical
relationship on value creation and appropriation. They defined the term broadly as a
relationship, which contains both cooperative and competitive parts. Although scholars
agree that the academic field of coopetition is still in its infancy, and a conclusive
definition has yet to evolve, the definition of Bengtsson and Kock (2000) is widely
recognized (de Resendeal, 2018; Ritaleet al, 2016; Ruskeet al, 2018). They define
itas3WKH G\DGLF DQG S DU Dds &rjdrdged whed BvO s lcBoQevalkelirs W K
some activities>«@QG DW WKH VDPH WLPH FRPSHWH ZLWK HDFE
(Bengtsson and Kock, 2000, p. 412).

2.2.1 Process: Critical Factors for Success of Coopetition

The process in which coopetition is occurring is complex and paradoxical. Hence, a
comprehensive review of the existing literature in this field is fundamental. Firstly, this
subchapter categorizes coopetitive relationships in the context of two frameworks to
explain the complexity. Secondly, the interactions and tensions are explained to highlight
the paradox. Thirdly, the knowledge sharing and protection mechanisms in coopetition
are amplified to introduce the practical side of coopetition. Throughout these three
sections, the critical success factors for coopetition are extracted, before an overview is

given to summarize these factors.
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As already explained, coopetition cor 4 High Cooperation, High Coopetition
sists of simultaneous cooperation ar Lo Eompetition hnfensity
competition, but not each coopetitive re
lationship is equal since they varythe
level of intensity and maturity. On the
one hand, different coopetitive relatior

ships can be classified depending on t
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gories (Luoet al, 2016; Parket al,

Figure 7: Intensity of Coopetition, Source: Gnyawali et ¢
2014). Coopetition can be either coope(2018, p. 2521)
ation-dominated, competition-dominated, or equally balanced between both sides. While
Bengtsson and Kock (2000) argue that coopetition is the most advantageous relationship
between firms, Luet al.(2016) add that the positive consequences can only be captured
if both cooperation and competition are balanced. Balance is achieved if both sides are
equally intenseExemplifying the impact of undesired levels of competition can substan-
tiate this claim: on the one hand, opportunistic behaviour of one party is likely to occur if
competition is too intense. On the other hand, the pressure for efficiency and effectivity
is limited if competition is too light. Undoubtedly, the opposite can be attested for the
intensity of cooperation. Consequently, the first critical success factor can be defined as
themanagement of coopetitive balancéGnyawali and Charleton, 2018&) this context,
research has additionally shown that balance is influenced by the customer proximity of
activities. While high levels of cooperation frequently occur in activities such as R&D,
marketing and sales activities are usually dominated by competition among the partners

(Bengtsson and Kock, 2000).

In contrast to the classification by intensity, Peéteal. (2017) introduced the categori-
zation of coopetitive networks by maturity. More specifically, they argue to cluster these
by the maturityof inter-relationship and internal factors. With the help of ti&rR R-S H U
DWLRQ [ &RPSHW Hdpktiive rdlaiiehship® can be clustered in nine quad-

rants. These nine quadrants can again be grouped into three maturity levels with
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individual managerial implications foi
each level (see Figure 8). The inte 3
)
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. , > X
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: . Figure 8: Evolution of Coopetitive Networks, Source: Pe
al. (2017) claim that coopetition has tr_ 7, (2017, p. 49)

KLIJIKHVW LPSDFW RQ D ILUPTV FiR&IS Hattity There@iehV VvV L |
influence of the individual factors on the success of a coopetitive relationship has been
validated comprehensively by the research community. While Bengtsson and Kock
(2000) and Horat al.(2018) prove that it is important that the synergies of allied firms

are complementary and that innovation competencies play an important role, Lin and Sun
(2010) and Niu (2015) affirm that low cultural distance helps to maintain a positive
relationship between the partners involved in a coopetition. Moreover, Jaou&) (200
supports that intangible assets such as brand recognition and patents are critical for the

success of coopetition.

Besides clustering the different types of coopetition, research in this area has also
extensively focussed the inherent interactions and tensions. Tensions evolve, because of
the diverging interests as a result of concurrent cooperation and competition (Gnyawali
et al, 2016). Competition implies that a person prioritizes own goals acting
individually. In contrast, cooperation means that individuals collectively follow a
common goal. Both relationships characterize coopetition, since competitors join forces
to create value and compete to capture value. These opposing logics potentially lead to
role conflicts in the value creation phase, and to opportunistic behaviour in the value
appropriation phase (Gnyawali and Park, 2009; Ritala and Hurmelinna-Laukkanen,
2013). Thus, Bengtsson and Kock (2000) claim that a particular activity needs to be either
fully cooperative or fully competitive. They further suggest two ways separation could

take place: based on value chain or business units. While the former one builds on
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functional aspects, the latter one considers markets and product areas for the separation.
As tensions can result in conflicts, rivalry and even hostility between the partners,
management of coopetitive tensionsan be defined as another critical success factor
(Chenet al, 2007; Gnyawali and Park, 2011). More specifically this factor conflates
relationship management, the navigation of value creation intent, and the protection of
HDFK SDUW-Qhe WrfowleBde Gkt skills which are not supposed to be shared
(Gnyawaliet al, 2016; Gnyawali and Charleton, 2018).

Sineethese knowledge sharing and protectimechanismsarél VVHQWLDO WR D FRRStH

successproactive knowledge managementeflects another critical success factor. On

the one hand, the complementary knowledge of each firm is important for joint value
creation. On the other hand, protection mechanisms need to be integrated into value
creation processes to prevent leakage of core knowledge (Boueickkr2015). Since
scholars agree that inter-organizational management of knowledge is challenging
(Chevallieret al, 2016; Estradat al, 2016; Salvetagt al, 2013), it is important to define

LQ GHWDLO 3ZKDW WR VKDUH ZLWK ZKRPLedKaHd) DQG
Powell, 2003, p. 4). Knowledge can be differentiatdd two categories: general and
specific. While general knowledge describes knowledge about industries, markets or
fields such as marketing, sales or logistics, specific knowledge includes internal
information, confidential product information or experiences (@&at, 2019; Gnyawali

et al, 2006). While coopetitors share general, non-classified knowledge, specific
knowledge is usually kept confidential (Enberg, 2012). Jensen and Meckling (1992) argue
that this behaviour can be attributed to the fact that general knowledge can be acquired

easily, whereas specific knowledge is crucial to a froompetitiveness.

Previous research has furthermore shown that companies predominantly rely on legal
protection mechanisms including contracts such as non-disclosure agreements (Salvetat
et al, 2013). These contracts articulate the areas of knowledge sharing to facilitate a
mutual understanding of the coopetition and to prevent opportunistic behaviour of one
party (Lacoste, 2014). To further mitigate the risk of knowledge leakage, firms
additionally implement informal protection mechanisms such as internal policies
(Fernandez and Chiambaretto, 2016). In practizis can be executed by proactively
restraining the contact between key employees of the partners and limiting direct
communication between firms, as well as by preventing meetings in own facilities (Gast

et al, 2019). The extensive research in this area in connection with these findings
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highlight the critical influence gbroactive knowledge managemenon the success of
coopetitive partnerships.

CSF before Coopetition CSF during Coopetition
Complemen- Distance of Management Management
tarity of Corporate of Coopetitive | | of Coopetitive
Synergies Cultures Balance Tensions
e tion Remible Proactive Mutual Trust
Competencies Assets gowledge =
-omp Management Commitment

Figure 9: Critical Success Factors of Coopetition, Source: Own Creation

The identified critical success factors (CSF) are summarized in Figure 9. While all of
them are important for the joint value creation of the coopetition partners, some of them
primarily influence the success before the coopetition starts, while others can only be
impacted during the coopetition. In this context, it is important to add that the success
factors play a different role depending on the constellation of the coopetition. While some
might be highly important for relationships among incumbent companies, they might be
less significant for cooperative alliances between incumbents and disruptive start-ups, as

Chapter 2.2.4 will assess

2.2.2 Outcomes: Impact of Coopetition on Innovation Performance

Besides analysing the process of coopetition, a considerable amount of research has been
conducted to analyse the impact of coopetitive partnerships on innovation outcomes
(Bouncken and Kraus, 2013; Bouncken al, 2015; Nieto and Santamaria, 2007,
Quintana-Garcia and Benavides-Velasco, 2004; Ritala, 20iZhe beginning, the
possible outcomes of coopetition are introduced. Next, this chapter will discuss the
findings of previous research, which egthe influence of coopetition on innovation in
general and, more specifically, on incremental and radical innovation. Finally, the reasons

for these findings will be briefly explained.

At the end ofa coopetition, two different outcomes are possible: value creation or value
destruction. Both can take place on firm-level, meaning for each firm separately, and at a

joint level, meaning summarized for all parties. Whether value is created or destructed
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depends largely on the availability of the previously described critical success factors
(Gnyawali and Charleton, 2018). The creation of value is primarily executed through the
connection of the complementary skillseteeathinvolved parties (Gnyawali and Park,
2011). Gnyawali and Charleton (2018) outline that navigation of the value creation intent
is an important part of the management of coopetitive tensions, because an unequal value
creation on firm-level could result in a deteriorating relationship with eventually
detrimental outcomes on the joint-level. As a consequence, value destruction could occur,

whereby costs (i.e. loss of investments, litigation costs) offset benefits.

The positive relationship between coopetitive alliances and innovation outcomes of firms
has been extensively analysed. Both qualitative and quantitative studies have
demonstrated a positive correlation. Table 1 summarizes the findings of these studies and

gives a brief overviewf the previous research.

Author Finding

Bengtsson and They suggested that balanced levels of cooperation and cq

Kock (2000) tition in a relationship positively affect the technological inno
tion outcomes.

Bouncken and They hint that radical innovation may benefit from knowle

Kraus (2013) sharing, so that coopetition is particularly beneficial in cas
high technological uncertainty.

Bounckenet al. They analysed the effectivity of coopetition in different pha

(2018) pre-launch and launch. They conclude that for incremental i

vation, coopetition is beneficial in both phases, but for rag
innovation only in the launch-phase.

Nieto and Their quantitative studies analysed the novelty of innovat
Santamaria (2007)| with different kind of collaboratorgclients, suppliers, resear
institutes and competitors. They found a negative correlatio
tween novelty and collaboration with competitors, while col
orations with other players indicated positive correlation.
Parket al.(2014) | Their study indicates that coopetition with medium-intense ¢
petition is more productive in regard to innovation outcome
very light or low intensities in competition.

Pereira and Leitao | They provide quantitative evidence for the significantly posi

(2016) LPSDFW RI FRRSHWLWLYH SDUWQHU
outcomes.

Quintana-Garcia | Based on their quantitative study of coopetition in the biop

and Benavides- maceutical industry, they found evidence that coopetition

Velasco (2004) tively influences the innovation capabilities of firms.

Soriano (2016) They claim that high levels of simultaneously intense com

tion and collaboration outperform other kinds of firms in reg
to innovation.

27



Ritala and Their study supports that coopetition between partners in

Hurmelinna- tech sectors is likely to result in radical innovations.
Laukkanen (2009)
Ritala (2012) His quantitative study indicates that coopetition has a bettg

novation outcome in highly uncertain markets. Furthermore
claims that coopetition is more beneficial with less intense ¢

petition.
Ritala and Sainio | Their quantitative study suggests a negative correlation bet
(2014) coopetition and technological radicalness, but a positive cot

tion between coopetition and business-model radicalness.

Yami and Nemeh | They conducted research with high-tech companies and als
(2017) tinguished radical and incremental innovation in their findir
They argue that multiple coopetition is more effective for rag

innovation, while dyadic coopetition for incremental innovati
Table 1 Previous Finding®f Coopetition and Innovation, Source: own creation

While the overview uniformly confirms the positive relationship between coopetition and
innovation performance of a firm, authors have analysed different specificities in their
studies. One perspective has focussed on the impact of different intensity levels of
cooperation and competition on innovation outcomes. Soriano (2016) claim that high-
OHYHOV RI VLPXOWDQHRXV FRRSHUDWLRQ DQG FRPSHW
performance, while Park al.(2014) and Ritala (2012) repudiate this claim. Instead, they
argue that low or moderate levels of coopetition are more beneficial for innovation
outcome. Another perspective has categorized innovation based on their novelty in two
groups xincremental and radicat and analysed the impact of coopetition on those
individually. The study of Nieto and Santamaria (2007) introduced the negative link
between coopetition and novelty of innovation. Ritala and Hurmelinna-Laukkanen (2009)
first integrated the concept of radical innovation in this research area, claiming that
coopetition in high-tech industries is likely to result in radical innovation. This claim was
refined by Ritala and Sainio (2014), specifying the positive relationship only for business-

model radicalness, while a negative effect on technological radicalness was shown.

The studies of Bounckeet al. (2018), as well as of Yami and Nemeh (2017), offer
explanations for the partially contrary findings. The former one finds that radical
innovation only profits from collaboration with competitors in the later stages of the
product development process due to the reduced uncertainty. However, incremental
innovation benefits from coopetition also in earlier stages, since the inherent uncertainty

is typically lower for this type of innovation.
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Yami and Nemeh (2017) further specify tr
impact of coopetition on incremental and ra . Dyadic Dyadic
ical innovation, taking the role of social capiti § & |  Verticak g rizontal;

b Incremental Incremental
into account (see Figure 10). Social capil =

=
means the role of trust and commitment int &

fi ; ; | lati hi E: Multiple Multiple
ntex inter-organizational relationship! g .
context o ter-o ga ational relations P # E Horizontal; Vertical;
This factor was already identified as a critic Radical Radical
success factor for coopetition in the previo
Low High

chapter. Their case study of the ICT-seater

Value Creation/Appropriation Tension

dividually analysed multiple and dyadic relirigure 10: Social Capital x Value Creation Matrix
tionships, because they exhibit divergent ch>"® Yami& Nemeh (2017, p. 258)

acteristics. As a result, Yami and Nemeh (2017) demonstrate that dyadic coopetitive part-
nerships are more beneficial for incremental innovation, while coopetition among
multiple partners is most effective for radical innovation. The explanation for this
observation lies in the distance to the client. Since incremental innovations are developed
typically with high proximity to the end customer, the level of trust between the partners
in the coopetition needs to be higher, so that dyadic relationships for this kind of projects

are preferred (Yami and Nemeh, 2017).

The overall confirmed positive impact of coopetition on innovation outcome is due to
different reasons. It is argued that the main cause for this observation is the combination
of complementary knowledge, skills, and resources to decrease knowledge asymmetries
(Brolos, 2009; Gnyawali and Park, 2009). As a further explanation, the different benefits

of coopetition will be outlined in the next chapter

2.2.3 Evaluation: Risks and Benefits

$V DOUHDG\ LQWURGXFHG LW LV DUJXHGbaNi@daWW 2&RRSH
relationship between competitors (Bengtsson and Kock, 2000). This chapter will
summarize the benefits to illustrate the advantages. Furthermore, the risks are explicated

to highlight both sides of coopetition.

The overall aim of coopetitive relationshibsv WR VWUHQJIJWKHQ HDFK SDUW\T
(Levy and Powell, 2003; Ritala and Hurmelinna-Laukkanen, 2013). The most important
benefit this particular kind of alliae@ntails are synergies. Synergies can be achieved by

combining complementary resources to overcome knowledge gaps, enhancing the
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capability to develop new products. Furthermore, synergies can be achieved by splitting
investment costs, exploiting economies of scale, and pooling R&D activities (Bengtsson
and Kock, 2000; Gnyawali and Park, 2009; Gnyawali and Park, 2011). In regard to
business development, Petétral. (2014) add that the capability to identify and capture
opportunities is improved through the collaboration, while the risks can be divided among
the parties.

The previous chapter already briefly introduced some risks, which go along with
coopetition. Firstly, role conflicts evolving from this paradoxical relationship can result
in confusion of employees, since they are following divergent goals. Secondly,
opportunistic behaviour from one party can result in a deteriorating relationship. Thirdly,
the parties are less flexible, since they need to align their operations with those of the
other parties involved in the alliance (Baumard, 2009; Dovéingl, 1996).

Because of these important advantages and disadvantages, Bouncken and Fredrich (2012)
portray coopetiionDV D 3GREEKE VZR UG Wiereas alliances with
competitors have the potential to spur growth, enhance innovation capabilities, and
eventually improve the competitiveness, they may also be detrimental for a company in
case of opportunism or management mistakes (Bouretkan 2015). Previous research

on ways to increase the benefits and to mitigate the risks was introduced in Chapter 2.2.1

in the form of eight critical success factors.

2.2.4 Specification: Coopetition between Incumbents and Start-Ups

After | comprehensively discussed the findings of previous research in the scholarly
discussion about coopetition in general, this chapter introduces the specificities of
coopetition among incumbents and entrepreneurial firms. Since studies in the area of
coopetition predominantly focus on partnerships among competing multinationals,
coopetition involving smaller firms has been widely neglected by research. Oay a f
authors considered smaller or entrepreneurial firms. Cozzolino and Rothaermel (2018)
provide an explanation under which circumstances coopetition with start-ups is preferred
to that with other incumbents. Lechradral. (2016) analyse coopetition among start-ups

in the IT-sector, while Soppet al.(2014) investigate coopetition within the German start-

up space. Furthermore, findings of studies of Anstall. (2016) and Horat al. (2018)

are particularly interesting as a basis for the empirical part of this thesis, since they

conducted research on coopetition between incumbent companies and start-ups. In the
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following, | elaborate more on the findings of these studies, categorized in four areas:

Impact of circumstances, motives, benefits, and management.

The first step of coopetition is the choice of the partner. Cozzolino and Rothaermel (2018)
developed a framework, claiming that the choice whether to coopete with a new entrant
or an incumbent company is dependent on two factors: asset complementarity and
knowledge complementarity (seeigure 11). The study depicts that in case the
incumbents resources in the form of assets are replaced by new technologies, it is more
effective to collaborate with equally large competitors. In contrast, in case the intellectual
property of the established company is rendered obsolete by the technological advances,
collaborations with competing new entrants are more effective. Circling back to the
previous chapter, Gans and Stern (2003) confirm this reaction to core-knowledge
discontinuities. Furthermore, several studies corroborate the claim that incumbents can
counter these conditions most effectively by collaborating with these new entrants,
accessing their innovative knowledge and exploiting complementary synergies (i.e.
Teece, 1992; Williamson, 1991).

Are incumbents’ complementary assets needed to
commercialize within the new technology?

Yes No
2
2 %
T Steady-state competition Complementary-asset discontinuity
2 .
& .:::Q ﬁ Strategic positions are based on market power; Cooperation among incumbents to compete/
S competition tends to be on price or cooperate with new entrants
= =z differentiation
o O
e =
& oo
g S
8 .8 5 gl - o
o= Core-knowledge discontinuity Schumpeterian competition
[0
5 o
2 8 Zz Cooperation between incumbents and new Incumbents and entrants compete fiercely
g = entrants to exploit complementarities and against and among each other
g % synergies
o

Figure 11: Impact of Circumstances on Cooperation and Competition, Source: Caz@0ib8, p. 3059)

Adding to the presented framework, Cozzolino and Rothaermel (2018) argue that the
stability of the collaboration between incumbent and new entrant diminishes over time.
The study further claims that the decline in stability correlates with the reduced degree of
complementarity of assets and knowledge. This reasoning is affirmed by studies from
Dyer et al.(2018) as well as Hamel (1991).
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Apart from exploiting complementarities of assets and knowledge, start-ups and
incumbent companies also pursue individual aims for engaging in coopetitiorettdra
(2018) find that start-ups primarily seek to boost their growth by overcoming resource
constraints, as well as to increase their publicity. In contrast, incumbents intend to benefit
from a startX S fhNovation capabilities and intellectual property of new technologies.
As a consequence of the high complementattitig, coopetition between start-ups and
incumbents is particularly beneficial for each party, creating value both on the joint- and
on the firm-level (Freeman and Engel, 2007; Weiblen and Chesbrough, 2015).

Obviously, the choice of partners is influenced by this complementarity, but additional
factors are taken into account by each party. ldbed. (2018) claim that entrepreneurial

firms aim to maintain their independence and to have aligned visions with the incumbent.
However, for the incumbent company, the stArg StMtegic fit is primarily determined

by its products, experience, and know-how. These factors have been widely affirmed by
research on coopetition among multinationals (Bengtsson and Kock, 2000;ePatter
2014). Nevertheless, the management of tensions in coopetition between start-up and
incumbent needs to respect one more circumstance. Whereas for equal coopetition
partners only need to manage dyadic tensions as a result of the paradoxical relationship,
Ansari et al. (2016) introduce the concept of intertemporal tensions in the context of
unequal coopetition. Intertemporal tensions describe a conflict between short-term pain
and long-term gain. More specifically, their study found that the costs and efforts for
incumbents to collaborate with start-ups will occur in the short-term, but the benefits will
only be visible in the long-term. Moreover, their study concluded that the fundamental
benefit of this inequal coopetition for the established company is the survival of the
industry disruption. Manret al. (2014) corroborate the claim of Ansatial.(2016) and
Horaet al.(2018) that strategic partnerships with disruptive startstgsoopetition per

definition +can be beneficial for incumbents,

7KLY FKDSWHU EHJDQ ZLWK G Hokfogelit Qighliyhited eighitiddtaf FR R S HW
success factors, while discussing academic findings of the process of coopetition. In the
second part, this chapter gave an overview of the empirical results of studies, which
conducted research on the relationship between coopetition and innovation outcome. It

was shown that a positive relationship is widely confirmed, although certain authors argue

that coopetition is more beneficial for incremental than for radical innovation. The third

section outlined the risks and benefits inherent in this sort of relationship, before the last
32



section focussed on the literature on coopetition between start-ups and incumbents,

linking this scholarly discussion with the one about disruptive innovation theory.

The review of literature on coopetition reveals several discoveries. First and foriémost,
becomes clear that the field is still in an early stage, since both qualitative and quantitative
literature is sparse, and a uniform definition has yet to evolve. Both firm-level and
industry-level drivers of coopetition require further exploration (Sogpal, 2014).
Secondly, the field is increasingly focussed by researchers, resulting in rapidly
developing knowledge about the phenomenon itself (Bengtsson and Kock, 2014)
Thirdly, although the combination of innovation and coopetition is one of the most
important research streams in this academic discussion, studies almost exclusively
distinguish incremental and radical innovation, omitting the distinction between

sustaining and disruptive innovation.

These three discoveries led the authors to formulate several future research opportunities.
Clearly, one opportunity is concentrating studies on coopetition among start-ups, as well
as between start-ups and incumbent companies (Bouretkah 2015; Ritalaet al,

2016). Another opportunity represents the further exploration of the impact of the
commercial environment on coopetitive partnerships (Seppé, 2014). Furthermore,
future research can utilize the distinction in sustaining and disruptive innovation made by
Christensen (1997) and analyse how coopetition promotes the diffusion of disruptive
innovation. Lastly, the field coopetition and disruptive innovation can be combined even
more by further exploring coopetition aQa L Q F X P E H Q W §isfuftieDnRaVatienQ
(Ruskoet al, 2018). Since it is argued that blockchain-technology is an example of such
a disruptive innovation, the next chapter will introduce its technological background and
its potential impact on busine=ss(Swan, 2015).
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2.3  Blockchain-Technology

TKH WHUP 3% O R F N RieDrfagmaterHtedrnblogtuxderlying Bitcoifithe

first cryptographic currency introduced by Nakamoto (2008). Although this emergent
technology has been undergoing rapid innovation since its introduction, its three
fundamental parts persist: a distributed ledger, cryptographically secured data, and a
consensus-mechanism, which enables trust among untrusted partiest (&lo2018;

Swan, 2015). As both academics and professionals widely agree on the disruptive
potential of blockchain technology for a variety of industries (Chen, 2018; Hukkinen

al., 2017; Morkunast al, 2019; Swan, 2015), this chapter elucidates its evolution, and
takes the technological as well as the business perspective on this new type of information
technology.

2.3.1 Evolution of Blockchain-Technology

7KH WHUP 3E ORF NdegabDde QiewddYdr @ Y@gHevel, this system bundles
multiple transaction@nto a block, which is encrypted through a secure algorithm and
subsequently linked to the foregoing block, resulting in a chain of blocks (Nakamoto,
2008). Its evolution can be grouped into three stages (Swan, 2015).

The first stage was Bitcoin, published in 2008, which enabled the intermediation of
payments by using a cryptographic currency. The Bitcoin-blockchain does not feature a
programming language. Consequently, its use cases for companies are limited. In the
second stage, Buterin (2013) changed this by developing Ethereum, a blockchain
featuring smart contracts. Smart contracts can be viewed as programmable contracts,
which are triggered by certain actions of network participants. Since smart contracts
enable the programming of decentralized applications, first use cases for instance in the
financial services industry were identified. The third stage is characterized by the
emergence of new, specialized types of blockchain in recent years, promoting use cases
in different industries (Swan, 2015). Examples of this are Ripple, a solution for the
banking industry, or Hyperledger Fabrcflexible solution for a variety of industries and
applications. In particular, the latter example has attracted attention since its introduction,
as it is developed by the Linux Foundation in collaboration with leading software
companies such as Cisco, IBM, and SAP. Additionally, Walmart and JP Morgan Chase
are currently piloting use cases with this blockchain (Ripple Labs, 2016; The Linux
Foundation, 2019).
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Although the actual potential of the technology is controversially discussed in recent
years, technology experts such as Gartner see blockchain as one of the five most important
industry trends (Panetta, 2018). This is supported by Ponciano (2017), who estimated that
approximately $4.5 billion were invested in the technology solely in 2017. Additionally,
the number of patent applications has grown by 200% in 2017, according to Noonan
(2018). Nevertheless, experts agree that the technology has yet to reach mainstream
adoption. In fact, Furlonger (2018) showed that only 1% of the surveyed CIOs are
conducting adoption projects, while Kandaswamy and Furlonger (2018) argue that large-
scale use cases will be introduced earliest in 2022. The long-term potential of blockchain
is quantified by Gartner to be $3 trillion by 2030, achieved through cost savings and
revenue gains (Kandaswamy and Furlonger, 2018). To discuss the potentially disruptive

use cases, the technological foundations are outlined in the next chapter.

2.3.2 Technological Perspective

This chapter lays the technological foundation, while it firstly introduces the core
technology, secondly the different types of blockchain and lastly the inherent
technological challenges. The brief explanation of this area is important to understand the
disruptive potential of the technology.

Blockchain is characterized by three distinct parts, which build the core technology: a
distributed ledger, an encryption algorithm and a consensus mechanisiet @ipo2018,

p. 2061). The distributed ledger describes a decentralized database, which is shared across
all parties connected to the system (= nodes) so that each participant possesses an identical
duplicate of the ledger. The encryption algorithm builds the second part of the blockchain

to ensure a maximal level of security and consists out of two parts. On the one hand, a

hash algorithm encrypts information through a@Q#FLSOH FDOOHG 3KDVKLQJ’

restricted parties can decrypt and see a particular piece of information. On the other hand,
an asymmetric encryption algorithm enables the creation of unique keys, which are then
required to decrypt the information and to sign transactions @aly 2018). The third

part reflects a consensus mechanism, which enables trust among untrusted parties. When
the transaction data of a block is changed by a certain node, this change is copied to the
ledgers of other nodes These nodes then prove whether this change is legitimate. The
consensus mechanism underlying BitcoinF D OR¥ddidf-Work™ only approves
transactionsif more than 50% of the nodes confirm the transaction. Hereby, the share is

measured based on the computational power (Nakamoto, 2008). Consequently, the
35
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consensus mechanism plays a significant role for to defend malicious attacks, since it is
very unlikely that one hacker can capture the majority of the system (Azevedo, 2018, pp.
33184).

Although the terms 3FU\SW R F XdodJ PblQdkshain® are often confuseda
cryptocurrency does not represent a fourth core part of the technology, since not all
blockchains comprise a native currency (Chen, 2018). More recently published
blockchain-frameworks such as Hyperledger Fabric optionally include tokens, which are
based on a smart contract (Maseegl, 2018) Tokens can not only represent a currency,

but a number of digital assets such as securities, properties, or loyalty points (Buterin,
2013). These tokens can then be traded between parties without an intermediary. Because
the supply of tokens is limited, they are also anti-inflationary (Chen, 2018). Tokens can
have different functions, and as a consegaethey can impact a business model in

various ways (see Chapter 2.3.3).

Different types of blockchain exist, but their three key features usually remain unchanged:
decentralization, consensus trust, security and reliability @ial, 2018). Differences
existin scope and in the role of permissions. In regard to scope, blockchains can be either
public or private On public blockchains, such as Bitcoin and Ethereum, all parties are
allowed to interact with each other (Buterin, 2015). However, on private blockchains only
pre-selected people or groups can join the network and access the system. In regard to the
role of permissions, permissioned and permission-less blockchains can be distinguished.
Whereas permission-less blockchains imply equal rights for all parties, permissioned
blockchaingmpose certain restrictions on users, so that only certain individuals can read
and alter the ledger. The most well-known blockchatBstcoin and Ethereunkreflect

public permission-less blockchains. However, private and permissioned blockchains
were developed to comply with industry regulations and to promote use cases for different
industries (Azevedo, 2018, p. 33). As an example, in the banking industry, it is required
that the transacting parties can be identified. This is in contrast to Bitcoin, which includes

anonymity as one central principle (tial, 2017).

Although blockchain-technology has high potential, it is still in an early stage.
Consequently, a variety of technical challenges hamper mainstream adoption so far. Most
importantly, the different kinds of blockchain are still facing a trilemma. This trilemma

forces a trade-off between scalability, security, and decentralization, so thavomyt
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of three can be achieved so far (Zhao, 2018). Additionally, the speed of confirming
transactions, low flexibility, low standardization, and high energy consumption are
discussed as major drawbacks (Tapscott and Tapscott, 2016). However, these challenges
are addressed by several institutions, and alternative blockchains have been developed to
overcome some of the aforementioned issues (Schaslal, 2018). Firstly, new
consensus mechanisms such as Proof-of-Stake, Proof-of-Elapsed-Time, and Practical
Byzantine Fault Tolerance, led to significant performance improvements while
maintaining decentralization and security. Additionally, these new consensus
mechanismsG LV S ORréoHds: R U N “ the# mechanism responsible for the high
electricity consumption of Bitcoin (Eyeat al, 2016). Secondly, consortia among leading
high-tech companies were formed to accelerate the standardization of blockchain. The
goal of standardization is to enable the interaction between different blockchains and to
reduce implementation costs (Morkuredsal, 2019). Thirdly, regulations are improving

to foster blockchain initiatives. For instance, the U.S. government has amended laws to
promote the development of medical applications based on blockchain-technology
(Pawczuket al, 2018). Because these positive developments frequently enable new use
casedn different industries, the next chapter will focus on the impact of blockchain on

businesses.

2.3.3 Business Perspective

Use cases for blockchain can be identified based on the characteristics presented during
the analysis of the technological perspective. Hukkieteal. (2017) list factors, which

are important for an impactful use case of blockchain. Obviously, a shared database needs
to be required, where multiple parties can simultaneously edit content. Furthermore, they

argue that trust needs to be absent and intermediation undesired. However, they identify
the requirement to maintain consensus regarding the content of the records as key for
disruptive use cases. Kleat al. (2018) confirned these factors, and summarized these

in a three-step framework.

To analyse the influence of blockchain-technology on companies, Morkuah&019)
systematically analysed its impact on different parts of a business model. They concluded
that the distributed ledger technology will have a significant impact on key resources, key
partnerships, customer segments, value propositions as well as cost structures of firms.
The impact of blockchain-technology on key resources is twofold. On the one hand,

blockchain-based business models are less capital-intensive, since they can utilize peer-
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to-peer platforms. These platforms usually require less capital than traditional ownership
models. On the other hand, business models, which are based on blockchains can utilize
an easier access to capital. Blockchain start-ups have the possibility to fund their projects
through initial coin offerings (ICOs). During an ICO, tokens with a certain utility are sold

to individuals, who can then trade these tokens. These tokens can reflect different kinds
of digitized assets such as currencies, properties, as well as energy. Opposite to shares
sold in an Initial Public Offering (IPO), the tokens sold in an ICO do not represent,equity
but usually have a certain utility. In 2016, blockchain start-ups have raised more funding
through ICOs than through any other method. Investmentkens by leading financial
services companies such as Goldman Sachs and NASDAQ underline the impact of ICOs
(Tapscott and Tapscott, 2017). This new method of fundraising decreases the dependence
of start-ups from intermediaries such as investment banks and venture capital firms
(Belleflammeet al, 2014; Massewt al, 2018; Mollick, 2014). However, Massey al.

(2018) concede that the regulatory framework for ICOs is still in a very early stage in
most countries. Consequently, governmental decisions will significantly decide whether

ICOs will remain an effective way of fundraising for start-ups in the future.

As another part of a business model, key partnerships are primarily influenced by
disintermediation through blockchain-technology. Intermediaries such as banks or
currency exchanges can become less important through this technology. Furthermore,
Morkunaset al.(2019) claims that new partnerships can be enabled through the emergent
technology, primarily with software-companies. In regard to the customer segments,
Larios-Hernandez (2017) argues that new markets can be reached. As an example, he
names developing countries, who currently have limited access to financial services.
Blockchain further can have a significant impact on the value proposition a company has.
The new technology can provide new products and services, which were not possible to
create before. Additionally, existing products and services can be enhanced through to
introduce new value propositions for the customer. Lastly, the technology can have an
impact on the cost structure of businesses (Morkemnad, 2019). More specifically,
blockchain has the potential to achieve savings in the area of transaction costs, which are
estimated to be around $20 billion per year in the financial services industry alone
(Tapscott and Tapscott, 2017).

The previous analysis shows that different parts of a business model are significantly

influenced by blockchain. Additionally, a few studies have been conducted to analyse
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which type of innovation blockchain represents. While Morkuwetasd. (2019) claim that
blockchain-projects led to either incremental, architectural or radical innovations in
dependence of éapplication purposed;jukkinenet al.(2017) and Swan (2015) portray
blockchain as disruptive. In brief, research about which type of innovation blockchain

constitutes is still inconclusive.

This chapter discussed the existing literature in the field of blockchain-technology. In the
first step,its evolution was described, before the technological and business perspective
were taken to analyse this emergent technology in the second and third step. The review
has highlighted that the potential of blockchain is intensively and controversially
discussed by both research and practice. However, the majority of this literature has
focussed on technological developments and business models based on blockchain.
Research has widely neglected the diffusion process of blockchain-based innovations so
far. Even though the disruptive potential of blockchain has been superficially introduced
by multiple authors, academic research has yet to explore how new entrants can disrupt

industries with blockchain-based products, services, or business-models.

2.4 Development of Theoretical Framework

In the scope of the literature review, | introduced the disruptive innovation theoyy first
before coopetition was discussed as a strategy to diffuse innovations. In the last part, |
focussed on elucidating the disruptive potential of blockchain technology. The

comprehensive review of previous research enables me to identify gaps.

| discover the most important gap in the literature in the conjunction of disruptive
innovation theory and coopetition as a diffusion strategy of and a response strategy to
disruptive innovations (Christensegt al, 2018). Leading authors in the field of
coopetition more specifically portray collaborations between disruptive start-ups and
incumbents as a promising research path (Bounekeal, 2015; Ritalaet al, 2016).
Largely omitted by previous research is also the impact of industry characteristics on
coopetitive behaviour (Sopm al, 2014) Additionally, Ruskoet al.(2018) particularly
pronounce the disruptive potential of blockchain as one area to explore coopetitive
behaviour. Based on these identified research gaps, | develop a theoretical framework
which summarizes conclusions developed from existing theory (see Figure 12). As this
study aims to fill the described research gaps, | revise this theoretical framework based

on my empirical findings in Chapter 4.3.
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Figure 12: Theoretical Framework, Source: own creation

To guide my research and to develop an appropriate methodological approach, | defined

the following research question (RQ):

RQ: How are start-ups disrupting a highly regulated industry through coopetitive

partnerships with incumbent companies?

For analysing the different parts of the theoretical framework in a more structured way, |
deduce four sub-questions (SQ)

SQ1: How does the commercial environment impact the strategies of disruptive

start-ups?
SQ2: Why do disruptive start-ups and incumbent companies pursue coopetitive

partnerships?

SQ3: How are coopetitive partnerships between disruptive start-ups and
incumbent companies performed?
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SQ4: How do coopetitive partnerships between disruptive start-ups and

incumbent companies promote the diffusion process of disruptive innovation?

To fill the research gaps and to answer the contemplated research questions, | develop a
systematic methodological approach in the next chapter. This systematic approach aims
to maximize the validity and reliability of the findings through a logical and traceable
data collection and analysis.
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3  Methodology

This chapter explains the methodological foundations of my resdartie beginning, |
describe my onto-epistemological viewpoint to position my thesis philosolyhadiich
fundamentally shapes the methodology. Next, | introduce the basics of the multiple case
study approach, before | explais three crucial partstcase selection, data collection

and data analysigin more detail. Lastly, | establish measures for the quality evaluation
and introduce ethical principles for research.

3.1 Philosophical Positioning

The choice of the research strategy, as well as the applicable methods, are dependent on

the inquiry paradigms of the reseagchThe paradigm is based on ontological,
epistemological and methodological assumptions, WHRtRIOHFW WKH DXWKRU({V
8ZKDW LV UHDO ZKDW FDQ EH NQRZQ DQG KRZ WKHVH VR
(Miles and Huberman, 1994, p. 4). Consequently, | am going to answer these three
guestions, so that the research strategy can be developed accordingly. From an ontological

point of view, | understand the reality as subjective, meaning that each individual
perceives the reality differently. However, from an epistemological standpoint, | describe

myself as modified objectivist in accordance with the definition of Guba and Lincoln

(1994, p. 110). On the one hand, | argue that the reality can only be accessed through
personal observations. On the other hand, | think that the aim of research is to maintain a

maximum level of objectivity through critical reflections and replications.

Of the four research paradigms defined by Guba and Lincoln (1994), | believe that the
post-positivistic paradigm is most aligned with my aims and perspectives. This paradigm
emphasizes especially the critical utilization of diverse data sources as well as the data
collection in natural settings as importawtR 3SFRQWULEXWH WRbdBhBXQGHG W
Lincoln, 1994, p. 110). My ontological and epistemological perspectives, as well as the
identified research paradigm led me to the identification of qualitative research as the

most suitable research strategy for this study. Furthermore, Eriksson and Kovalainen

(2008) explain that qualitative research is particularly well-suited for research areas,

where prior insights are still scarce. Since the literature in the field of coopetition between
disruptive start-ups and incumbents is still scarce, the exploratory nature of this study

additionally justifies the utilization of qualitative techniques.
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Even though qualitative research can be conducted in a variety of forms such as
experiments or observatiorigrgue that the case study approach suits best to the aims of
this study. Firstly, case studies follow the onto-epistemological assumptions of the post-
positivisic paradigm, meaning that it is aligned with the philosophical positioning of my
thesis. Secondly, as the prevalent method in qualitative research, case studies are
especially well suited for exploratory purposes (Piekka@l, 2009). This strengthens

my choice, because this study intends to explore a specific area of coopetitioniswhich

still largely omitted by previous research. Thirdly, the nature of my overall research
guestion and of the four sub-questions suggest case studies as the best research approach,
because case studies predominahF XV RQ DQVZHULQJ WHWnHI98RZ DQG 3.
p. 100). Finally, Yin (1981) explains that case studies allow research on complex
relationships, while it prevents the overgeneralization of contexts. Hence, the case study
approach is the preferred method of leading scholars in the field of coopetition as well as
disruptive innovation (i.e. Bengtsson and Kock, 2000; Christensen, 1997;eHata

2018).

3.2 Multiple Case Study Approach

Two different designs for case studies exist: single case and multiple case design. While
single case studies are only based on one case, multiple case studies are based on a group
of cases (Yin, 1981). Piekkaet al.(2009) show that trade-offs exist between the number

of cases and the richness of each cé#iele authors such as Yin (1981) or Eisenhardt
(1989) claim that multiple case studies are preferred to single case studiegt Bler

(1991) disprove this view, introducing evidence which substantiates the advantages of
single case studies. Stoecker (1991) additionally introduced the distinction between
intensive and extensive case studies. Whereas intensive case studies only consider one or
a few cases, extensive case studies take more distinct cases into account. Although these
different types of case studies and its propositions are extensively discussed in academic
research, the choice is primarily dependent on the aims of the study as well as its onto-
epistemological assumptions. Single or intense case studies are preferred for
understanding a specific case in great detail. In contrast, multiple or extensive case studies
are applicable to identify patterns across different cases, and to generate and replicate

theory (Eriksson and Kovalainen, 2008).

43



Based on the applicability of the different designs, | choose to conduct a multiple case
study in an extensive design for several reasons. To start with, | choose four cases since
the purpose of this studg to add to the literature in this field by identifying patterns
through a cross-case analysis. Furthermore, the consideration of multiple cases allows the
substantiation of the deduced theory, since triangulation and replication can be utilized to
bolster the validity of the findings. Lastly, since coopetition is a highly complex and
paradoxical phenomenon as described in Chapter 2.2, | believe that understanding a single
case in-depth is not sufficient to offer a comprehensive explanation and to answer the

research questions.

The empirical part of this study utilizes the multiple case study approach as outlined by
Eisenhardt (1989), as it suits well to the above-stated aims and as it is predominant in the
research community with more than 17,000 citations. The highly systematic and logical
procedureis elucidated in the next sections, focussing on the case selection, data

collection and data analysis.

3.2.1 Case Selection

According to Eisenhardt (1989), two things are crucial for selecting suitable cases for a
study: the concept of population and the theoretical sampling. The former describes the
sample group, from which the case companies are chosen. The definition of the
population aims to reducgH [ W U D Q H R X,Whi¢b éhaleg/theRc@@Ss-case analysis

to find patterns in a later stage of this study (Eisenhardt, 1989, p.lB3@)ntrast to

random sampling, theoretical sampling describes the choice of cases based on facts.

To determine the population from which the cases for this research are chosen and to
establish comparative grounds as a basis of the approach outlined by Eisenhargdt (1989)
| deduced several requirements from my research question. Since this study investigates
coopetition between disruptive start-ups and incumbents, | determine that (1) the case
companies need to represent start-ups with a disruptive product or business-model and
that (2) these start-ups need to collaborate with incumbents to diffuse their innovation.
Due to the high disruptive potential of blockchain-technology (see Chapter 2.3), several
industries are shortlisted, where this innovation potentially has a disruptive impact.
Subsequently, scrutinize whether these start-ups pursue partnerships with incumbents to
diffuse their innovation. This leads me to define the population for the theoretical

sampling as follows: start-ups in the energy industry developingtpgerer energy
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trading platforms and collaborating with incumbents, which are likely to be disrupted by
the innovation. This clear population definition minimizes extraneous variation to ensure
comparability of the cases. As an elementary understanding of the energy industry is
required to grasp the disruptive potential of these start-ups and the structure of the

coopetitive partnerships, | will briefly introduce the basics in this section.

In the last decades, the energy industry has largely remained the same. The liadustry
been highly government-driven, so that regulations determined the strategic and operative
actions of market participants. Since policies are country-specific, the industry landscape
strongly differs across countries. In general, five major stakeholders operating in the
industry can be identified (Merz, 2016). On the production sidergy generatorsand
prosumerssupply electricity to the grid. While in the past, large-scale energy generators
with centralized power plants dominated the market, in recent years electricity is
increasingly provided by decentralized players. These smaller-scale producers, termed
3SBuURers DV WKH\ VL Pptaved @l Bodu@a, generate electricity, for
instance, through photovoltaic-systems. Traditionabnsumerswere only located on

the consumption side of the market. Like in other conventional industries such as retalil
and leisure, the production and consumption side are connected by intermediary players.
Energy retailers buy electricity from the producers on the wholesale market and
eventually sell it to consumers for a premiubnid operators (also called Transmission

and Distribution System Operators or Utility Companies) are responsible for supplying
the energy from producers to consumers. These operate the electricity grid and ensure
continuity of energy supply to the consumers. Although other market participants exist, |
consciously decided not to introduce them as they are not relevant for the purpose of this
study. In this context, it is importatd note that individual governmental regulations
impact the industry landscape and the roles of the participants fundamentally. | discuss

this impact extensively in the empirical findings.
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Figure 13: Disintermediation of the Energy Industry by Platforms, Source: Hasd8 (20odified)

While the left side of Figure 13 summarizes the connections of the different industry
player in the value chain of the energy industry, the right side illustrates the value chain
disintermediated by pedo-peer (P2P) energy trading platforms. Similar to other P2P
platforms such as Airbnb or Uber, P2P energy trading platforms aim to allow the direct
connection of production and consumption side. As shown, the P2P energy trading
platforms diminish the value proposition of the energy retailers, as their role in the system
is replaced by the platform. With this new energy trading platform, peers can directly
trade energy with each other, without the need for an energy retadleirdermediary.

This imposes the threat of their business model becoming obsolete on energy retailers.
This development can be termed disruptive as it corresponds with what Chrigtealsen
(2004) desctEH DV 3G HY HOR alwiqyvhigration ®f@idddcer toward end-

XV Hgp. 17-18). In fact, the emergent platforms allow the producers and prosumers to
move closer to the end customer, disrupting the business model of energy retailers.
Nevertheless, the energy industry is a special case, because the grid operators will remain
involved as intermediaries for maintaining the grid, even though the energy trading will
happen directly from pedo-peer. As the industry expert Michael Barnard explained:
IKH RQO\ zZzD\ 3 3 WUDGLQJ FRXOG ZRUN LV LI WKH XWLOLV

The second disruptive development evolves from the fact that P2P energy trading

platforms allow producers and prosumers to directly trade their surplus energy with

consumers. Hence, consumers can consciously decide from which producer and

consequently from which energy source they procure their electricity. In reality, this

means, for instance, that neighbours could purchase energy directly from each other. As
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a result, consumers can base their purchasing decision not only on conventional product
characteristics such as price and quantity, but also on new traits such as locality and
sustainability. Even other criteria could be made possible as the Business Development
Manager of Start-Up U explainedt does not have to be local clean energy. It can also

be energy that was produced by people of a certain think-grohjs highly corresponds

with the definition of disruptive innovation by KULVWHQVHQ sGLVU
technologies underperform established products in mainstream markets, but they have
RWKHU IHDWXUHYV WKDW D IHZ IULQJH(p.D.G JHQHUDOO\ Qt

Because of these two disruptive characteristics, | argue that P2P energy trading platforms
are a disruptive innovation in the energy industry. Furthermore, | claim that these
platforms pose the greatest disruptive thteanergy retailers. Threatened by the start-
XSV LQQR Yebhahg ReQilergVidady respond to the disruption with retaliation.
However, | discover that both parties collaboraiéis simultaneously occurring
cooperation and competition represent the phenomenon of coopetition (Bengtsson and
Kock, 2000). Therefore, | define start-ups which develop or deploy this platform, and
which collaborate with energy retailers as the population for the theoretical sampling. An
overview of this spacis gained by utilizing both material from market research institutes

as well as peer-reviewed literature (i.e. Andennal, 2019; Barnard, 2018).

After the population is defined, the cases for the study need to be selected. While no
optimal number of cases exists, Eisenhardt (1989) argues that between four and ten cases

are sufficient. Furthermore, due to the constrained number of cases, it is recommended to

only choose the ones, which are likely to generate new knowledge about a specific
phenomenon. More specifically, Yin (2009) distinguishes three different types of cases

IRU LQGLYLGXDO SXUSRVHV B3FULWLFDO® FDVHV IRU WK
3H[W U Ha3és$” foF describingX QLTXH FLUFXPVWDQFHY DQG 3UHYH
developing new theory. As the aim of this study is to add novel insights to existing
literature, 1 decideWR FKRRVH 3UHY Hu@likn&r &l \ceRdnV tivéria are

established for the case selection to minimize extraneous variation

(1) The start-up has a blockchain-based P2P energy trading platfamais
product.
(2) The start-up is not older than 10 years and has a proof-of-concept (POC) or

minimum viable product (MVP).
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(3) The start-up collaborates with incumbent companies classified as energy
retailers or utility companies (termination is dependent on regulatory

environment).

After these criteria have shortlisted a number of companies, | decide to choose four
companies to ensure that the trade-off between case number and richness as described by
Piekkari et al. (2009) is marginal (see Appendix 1 for shortlis@)o reflect different
geographic environments my case study, | decided to choose start-ups from Australia,
Estonia, Singapore, and the United States. Furthermore, based on publications and
industry reports, | select the four leading companies in this segment. To adhere to high
ethical standards of research and to maintain the anonymity of the case companies, |
decided to pseudonymize their names. According to the location of their headquarter, |
call the case companies Start-Up A, Start-Up E, Start-Up S, and Start-Up U. Each start-
up, its strategy as well as its coopetitive partnerships are separately introduced in Chapter
4.1. The choice of ttse four case companies is in line with the recommendations of
Eisenhardt (1989) and Yin (1981) and enables an appropriate data collection and analysis

in the next steps, maximizing both validity and generalizability.

3.2.2 Data Collection

One particular strength of the multiple case study method is the simultaneous collection
and analysis of data. (Eisenhardt, 1989). Hence, | describe these two parts of the chosen
process in the following sections. In the data collection phase, it is particularly
recommended to utilize diverse methods and sources. Methods such as interviews and
archival sources are primarily considered for case study research (Eisenhardt, 1989). Jick
(1979) emphasizes that triangulation - the use of several points of reference - enhances
the validity of findings. However, Yin (1981) hints that the magnitude of data from

various sources for each case may constitute a significant challenge for the researcher.

Before | stardthe data collection, | planned what kind of data was needed and how this
data could be collected. Based on the research question and the four sub-questions, |
concluded that data about the start-ups themselves, their environment, their strategy and
ther coopetitive partnerships with incumbents was required. To get more acquainted with
these areas, | collected publicly available information in the form of whitepapers, reports
and blog entries first. In fact, due to the high public interest in these start-ups,

comprehensive first insights could be attained.
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Neverthelessas publishing information may impact the price of the tokens sold by the
start-ups in their favout,chose to conduct interviews myself to obtain a more balanced
perspective. For the interviews, | decided to approach both the st@tdmysiness
development leader of the aforementioned start-ups and industry experts. With this
approach, | was able to gain insight into two important perspectives. Firstly, the
perspective from the start-up by interviewing the employees who are directly involved in
the coopetitive partnerships. Secondly, a neutral perspective from the outside by
interviewing industry experts, who possess the overview about the whole industry.
However, this is in contrast to the argumentation of Tidstrom and Rajala (2016), who
claim that it is preferable to interview both parties involved in coopetitive partnerships.
Even though | do agree in general with this opinion, | argue that this is not necessarily
applicable for this study, because the overall research question primarily aims on the
perspective of the staup. Moreover, | claim that &m able to attain rich information
about the incumbenffperspective through the secondary data analysis as well as the

interviews | conducted.

As aforementioned, due to the novelty and potential of {wepeer energy trading
platforms, the public interest in these start-igogery high. Additionally, due to their
limited resources and strong growth, the availability of employees for intervgews
limited. Nevertheless, | was able to arrange interviews with leaders of eactX Sarty
strategy or business development department. Overall five comprehensive interviews
with these employees were conducted. Additionalarranged selective follow-up talks

so that questions are answered, which came up during the ongoing analysis. This approach
might seem to contrast with the claim of Jick (1979) who argues for multiple points of
reference. Nonetheledswas able to triangulate the findings of the conducted interviews
with several datapoints: In addition to the five start-up interviews, seven published
interviews with the leaders of each start-up are taken into account, since they elucidate
their perspectives on similar topics as well as confirm the statements of their employees.
Furthermore] chose to interview Michael Barnard as an industry expert, who has rich
experience as a blockchain consultant in the energy industry and worked for the leading
information-technology company in this segment.

All interviews were conducted in semi-structured form, leaving room for flexibility and
targeted follow-up questions, as recommended by Eisenhardt (I9&9juideline of

the interview focused on three topics: the start-ups themselves, their strategiesrand the
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collaborations with incumbents. Howeverslahtly different guideline was applied for

the interview with the industry expert, #&saimed to give another perspective (see
Appendix 2 and 3 for interview guidelines). Since the interviewees were spread globally
from Australia to Canada, all interviews were conducted via a digital application. Upon
the agreement of the experts, all interviews were recorded with a voice recording
application, which eased the transcription and enhanced the verifiability of the obtained

information. The length of the interviews was between 50 minutes and two hours.

According to Eisenhardt (1989), the data collection can be stopped once saturation is
reached. This means that the incremental learning from additional interviews is minimal.
As | conductedix comprehensive interviews and several follow-up discussions with the
strategy managers of leading start-ups as well as an industry expert in addition to
secondary data, | claim that | reached saturation. Overall, the six conducted interviews in
addition to the seven publicly available interviews (see Table 2) and other available
secondary data, fulfil the quality aspects of Eisenhardt (1989) and Yin (1981).

Overview about Interviews

Interviews with Startdps

Electrify Strategy Leader

LO3 Energy Business Development Leader
Power Ledger Business Development Leader
WePower Chief Marketing Officer
WePower Chief Information Officer
WePower Marketing Manager

Archive Interviews with Start-Ups

Electrify Chief Operating Officer (Youtube)

Electrify Chief Operating Officer (Youtube)

LO3 Energy  Business Development Leader (Soundcloud)
Power Ledger Co-Founder, Managing Director (Youtube)
Power Ledger Co-Founder, Managing Director (Youtube)
WePower Co-Founder, CEO (Youtube)

WePower Co-Founder, CEO (Youtube)

Interviews with Industry Experts

Michael Experience: Blockchain Expert withfocus on Renewable Energy
Barnard Industry
Table 2: List of Interviewees for the Data Collection, Source: own creation
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3.2.3 Data Analysis

The data analysis represents the second part of the introduced iterative proesss of ¢
study research. To create the data analysis plan for my research, | primarily draw on
procedures outlined by Eisenhardt (1989), Thomas (2006) and Yin (2003). According to
the recommendation of Eisenhardt (1989), | decided to collect and analyse data
simultaneously to fully leverage the advantages of flexible data collection. Through this
overlap, | was able to focus on special opportunities in more detail. Hence, | noted down
seemingly surprising or unusual findings during the interview, so that | could ask targeted

follow-up questions to deepen my understanding of these statements.

Scholars agree that analysing data of case studies is the most important as well as the
most challenging and least codified part of this type of qualitative research. Therefore, it

is essential to follow a clear analytical strategy, to utilize an applicable technique and to

create a logical procedure. As an analytical strategy, | decided to primarily follow one of

the three strategies outlined by Yin (20083 KLFK LV ODEHOOHG pUHO\LQJ
SURSRVLWLRQVY SS 1RW RQO\ LV WKLV WKH JHQHUD
fit to this study in particular. This study is guided by a theoretical framework derived

from the review of existing literature. The identified research gaps are again reflected in

the main research question and its four sub-questions. Furthermore, | claim that the
strategy of Yin (2003) is most suitable for my research because my data collection plan

was also developed on geresearch questions. For the analytical technique, | sdlect
MFURBVH V\Qa¥ KudinddVHy Yin (2003, pp. 13834). This technique
fundamentally describes the process of combining several cases to derive one concept of
those. Based on the described analytical strategy and technique, | argue that the analytical
procedure outlined by Eisenhardt (1989) fits best to my objectives, as it draws on strategic

and technical foundations of Yin. Moreover, this procedure is aligned with the
epistemological perspective underlying this research. The four-step process is briefly

visualized in Figure 14.

Step 1 Step 2 Step 3 Step 4
Within-Case Analysis Cross-Case Analysis | Identification of Patterns | Creation of Construct
. . . : I s s Iteration between
Extensive write-ups for Comparison of cases to | Thematical identification o :
] e, . ; : empirical data, emerging
each case to become discover similarities and discussion of g
£ e . g ; - patterns and existing
intimately familiar with differences as well as | emerging patterns in light :
Sl . literature to create an
each one. cross-casc patterns. of existing literature

overarching framework

Figure 14: Data Analysis Plan, Source: Eisenhardt (1989, modified)
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In the first step, each case was analysed separately to develop a ddepstanding of

each case. To deal with the high volume of data, Eriksson and Kovalainen (2008) suggest
to create case records for the individual cases. Thus, | created a file for each case, which
contains all primary and secondary data, grouped both by theny aadrce to enhance
manageability. The preliminary themes were derived from the sub-questions of this
research: (1) commercial environment, (2) motivation of start-ups and incumbents, (3)

coopetition process as well as (4) impact on innovation diffusion.

Next, | chose to code the data drawing on the general inductive approach conceptualized
by Thomas (2006). This approach summarizes the raw data, so that conclusions can be
drawn and verified. The coding is conducted in five stepthe beginning, the raw data

files are prepared, before the texts are reatbths to identify the sections relevant for

the research question. Afterwards, the categories are developed building upon the specific
passages. Lastly, the overlap between categories is reduced, so that clear constructs can
be derived. | seleet the inductive procedure because it is a straight-forward technique
coherent with the patterns introduced by Miles and Huberman (1994) and consistent with
my onto-epistemological assumptions as a critical realist. The case files were created and
coded with a scientificV RIWZDUH F D O Odhlané& ieOniaNagaabilitWoRthe
magnitude of data. The coding results in 14 categories with an overall 84 codes (see

Appendces4, 5 and 6).

In the second step of the data analysis, | utilized the themes and categories developed in
the previous step to compare the cases and to identify patterns. To ensure a good cross-
case comparison and to avoid biases, Eisenhardt (1989) suggeatsytamatic tactic

should be applied. In accordance with this recommendation, | used the categories to
search for similarities and differences among the cases. To establish an overview of the
different cases, | folloed the suggestion of Miles and Huberman (1994) to display the
insights in matrices. Additionally, |1 applied semi-quantitative analysesount the
frequencies of codes for different factors. This is in line with the recommendation of
Eisenhardt (1989) to utilize different kinds of evidence and to combine different types of
data. Coherent with the notion of Pet&tral. (2014), | follow a systematic proggin
conducting the analyses. The frequency count is based on the answers of the interviewees
to very specific questions regarding motivation and critical success factors. While
refrain from claiming that the counted frequencies are accurate due to the dissimilar

lengths of the interviews, | argue that this analysis supports the primary objective of my
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FRGLQJ DSSURDFK WR 3SDOORZ UHVHDUFK I1LQM,0bQJYV WR HI
VLIQLILFDQW WKHPHYV (Taokes) 20Q6\Wp. 1288).UHBEe Gt Vribriary

insight given by these charts for the cross-case andlydisWKH LGHQWLILFDWLRQ R
WKDW UHPDLQHG FRQVW Q®uivnidUCRIMMNNEET, p.RIXL). ThBVH V'’
precise frequencies only play a secondary role, as the risk of distortion due to the
dissimilar length of the interviews persists. Overall, this structured approach in comparing

across the four cases increased the probability to extract novel theory from the raw data

with both high validity and reliability.

Next, the emerging patterns were identified and discussed for each of the themes. Based
on the previously identified similarities and differences, | expldithe emerging
patterns, before | unfolded findings of previous research, which either support or
contradict with those. Eisenhardt (1989) highlights that researchers should not only take
literature into account which corresponds with the new findings, but also literature which
contradicts those. Taking opposing literature into account firstly creates the opgortunit

to gain deeper insight into the emergent theory. Secondly, it enhances the credibility and
the generalizability of the new findings, since opposing arguments are considered pre-
emptively. In the last step, | created a construct based on the discussed emergent patterns,
modifying the initial theoretical framework. With the help of this theoretical framework,

| aim to answer the research questions of my thesis.

According to Eisenhardt (1989) the data analysis process can be stopped once saturation
is reached. In this context, saturation means that the incremental enhancement of the
emergent theory or concept is minimal. | decided to end the data analysis when | was
confident that the fit of the novel concept with the collected evidenagpropriate, so

that validity and reliability can be ensured. To establish a general understahttiege
evaluation criteria, the next section introduces quality aspects and ethical concerns of

scientific research.

3.3 Evaluation and Ethical Concerns

The highly structured approach described in the preceding sections aims to maximize the
quality of the research and to adhere to ethical concerns. A high level of quality and ethics
is important to be maintained not just during the data collection phase, but throughout the

whole research process (Eriksson and Kovalainen, 2008).
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Although no general measures exist to assess the quality of this kind of research, several
authors have introduced different evaluation criteria. In correspondence with my onto-
epistemological perspective, | chose to evaluate my study with the criteria sudnested
Eisenhardt (1989, p. 548) and Yin (2003, p. 34), which are summarized in Table X.

Yin (2003)

Construct Validity  Establishing the right operational measures for the stu
concepts

Internal Validity Establishing a causal relationship, in which certain causes
to certain effects

External Validity Establishing the field for which the results of the research
be generalized

Reliability Showing that repeating the research procedures such a
collection and analysis lead to same results

Eisenhardt (1989)

Fit with Data Showing a structured analytical approach, which conn
evidence with findings and pre-empts rival explanations

Newness Showing new insights, which enhance existing theories or

break frames
Table 3: Evaluation Criteria of Scientific Research, Source: Eisenha@®9) and Yin (2003)

Through triangulation by using multiple data sources in the form of primary and
secondary data, | ensure high construct validity. Furthermore, the highly structured data
analysis as described in the previous section increase internal validity. The internal
validity is additionally enhanced because | took contrary literature into account and
address rival explanations. The external validity is maximized by following the iterative
data collection and analysis procedure as outlined by Eisenhardt (1989) as well as
pursuing a logical approach in the cross-case analysis. Additionally, as | selected the
leading blockchainn-energy start-ups as case companiesad able to increase the
generalizability. Lastly, | maintagdreliability by developing a study protocol consisting

of the interview guides, the transcribed interviews, and the coding scheme, which enables

within-case- and cross-case-analysis.

As defined ly Eisenhardt (1989), | assure a good fit of the emerging patterns and
constructs with the data, sincélloweda rigorous tactic. Before | stadsearching for
cross-case patterns, | identified themes as well as code groups, which guided the pattern
identification. This tactic again maximizes the probability that reliable and accurate
theory emerges. To additionally increase the likelihood of generating novel findings, |

meticulously analysed previous research in the field of disruptive innovation and
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coopetition theory to focus my study on the identified research gaps. Because of this
focus, | was able to generate new insights, which add to the existing theory.

Several organizations such as the IFER (International Foundation for Ethical Research)
and the ISA (International Sociological Association) have developed guidelines and
codes to define ethical research. According to Eriksson and Kovalainen (2008) ethics in
research are applicable not only for the data collection process, but for every step in the
research process and for every kind of research. All issues ranging from the research ideas
over empirical operations to the writing process and publication need to take research

ethics into account.

One important topic in research ethics itdormed consent This means that the
participants of the study should be aware of the fundamentals of the research. This goes
in line with the principle ofoluntaryparticipation | took these two factors into account,
since | informed all participants about the research topic and the voluntary participation

in advance both in the written communication and at the beginning of each interview.

Furthermoreconfidentialityis an important ethical topic in research. As aforementioned,

to increase the reliability | prepared study protocols consisting for instance of interview
transcriptions. This might seem to contradict with the principle of confidentiality, but |
argue that I ensure this principle, because | mentioned at the beginning of each interview,
that the study does not target to obtain any confidential company data. Furthermore, |
asked the interviewees to not respond in case they are uncomfortable with answering a
certain question. Moreover, | asked every participant at the beginning of the interview,

whether they accept to be recorded.

The fourth principle iprofessional integritywhich implies that analysis and arguments

are written in a logical way. This is critical, so that outsiders can easily observe the
coherence within the thesis. My highly structured research design does only fulfil quality
aspects but is also essential to ensure this professional integrity. Lastly, | ensured ethical
behaviour and avoid practises suchsasncingand plagiarism by carefully citing the
original sources as well as by rephrasing statements of other authors (Eriksson and
Kovalainen, 2008).

The aim of this chapter was to introduce the methodological approach of my rebearch.

the beginning | highlighted the importance as well as explained my philosophical
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standpoint. Subsequently, | defined the crucial steps of the multiple case study approach,
before | focussed on quality and ethics. Through the comprehensive explanation of the
methodology underlying this research, | intend to establish an understanding of my
chosen research design and to achieve verifiability of the findings. These findings will be

explained in the next chapter.
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4  Empirical Findings, Analysis and Discussion

After the theoretical and methodological foundations for this study were built in the
preceding chapters, this section presents the empirical findings of my research. In
accordance with the systematic four-step approach outlined on page 51, | begin with
presenting the four cases separately to allow the within-case analysis. Subsequently, |
proceed with the cross-case analysis, explicating similarities and differences among the
cases, before | thematically identify emerging patterns. To ensure a logically coherent
presentation and discussion of these patterns, | organise the sections by the four themes
of the theoretical framework. In the last step of my analytical approach, | inductively
modify the theoretical framework of this thesis based on the identified and discussed
patterns.

4.1 Presentation of Case Companies

In the first step of the analysis, | present the findings of each case indlijduaile each
chapter is structured in the same way. First, | introduce general background information
about the case company, before | explain the commercial environment it is operating in
and its strategy. In the next steépamplify the start-X S Mdtivations for initiating the
partnership with an incumbent company and the actual collaboration process. Lastly, |

present the diffusion process of the star§upsruptive innovation.

4.1.1 Start-Up A

Founded in 2016, the Australian Start-Up A emerged as a leader in the field of P2P energy
trading. Since its inception, the start-up has grown to more than 30 empbyy2@%9,
developed various blockchain applications for the energy industry and won a global start-
up competition with its innovative solution offering. Furthermore, the enterprise raised
approximately USD 24 million through its token sale in 2018. Its most mature application

is a P2P energy trading marketplace, which enables prosumers and consumers to connect
and trade energy. Based in Southwest Australia, the start-up operates not only

domestically, but also internationally in Japan, Southeast Asia and the United States.

Start-Up A recognizes the commercial environment, especially the complex regulator
frameworks, asts most important challenge. The Co-Founder and Managing Director
HI[SODLQV WKDW 3LW LV QRW VR PXFK D WNboKe WK DOOHQJ!
KDYH WDONHG WR KDV VDLG LW ReGart>QRMsirkds VKRXOG

'HYHORSPHQW /HDGHU %'/ IXUWKHU HODERUDWHYV 33 3
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WKH UHJXODWLRQV PHDQLQJ WKH pKRZ WRY UXOHV DUH \
UHJXODWHG DV WKH HQHUJ\ WHeGtKIY Bdtement XowsvtheD UH N L C
significance of the commercial environment in the energy industry, the BDL highlights

that the non-existence of policies represents a substantial market entry barrier for Start-

Up A.

As briefly mentioned in the previous chapter, regulations vary across different energy
markets, particularly regulated and deregulated markets can be distinguished.
Interestingly, Start-Up A operates in both environrme@@©O WKRXJK PRVW RI WKH
projects are executed in Australia, a deregulated energy market, the firm has started to
expand to Southeast Asia, a highly regulated energy market. For the regulated
environment, the BDL of Start-Up A explicated/ K DAV alB energy markets are
contestable. In some markets, thereisnomf« DQ RQH UHWDLOHU" +HUH K
state-owned utility company, which centrally acts as an intermediary between
consumption and production side, so that competitive energy retailers are not required. In

these regulatory frameworks WKH PRGHO 3HQ hhat Btipwated/ Ehu©Omdt) ~ LV
allowing energy retailers to enter the market. In contrast, in deregulated environments,
competitive energy retailers exist. For this environment he outlines the challenge that

3 kherging as a competitor, you are up against organizations with a lot of capital. If you

enter the market as a retailer in a contestable market, then the other retailers will more

thaQ OLNHO\ VHH \RX DV D WKUHDW DQG LWdrkétshdr&d\ XQOLNH
Furthermore, he emphasizes that in both environments access to electricity distribution

and transmission systems as well as to production and consumption data is required for

successfully deploying their P2P energy trading platform.

To cope with those different commercial environments, Start-Up A develops two distinct
solutions. When it is operating in a regulated environment, the sttyfulSODWIRUP LV
tailored to the needs of energy retailers, so that these can enhance their existing product
offering. For deregulated environments, the start-up directly targets consumers with its
platform solution. However, as even in Australia, one of the most deregulated energy
markets, the regulations have yet to evolve for P2P energy trading, the latter concept is

so far only applicable for microgrids behind the meter. In simple terms, a microgrid

behind the meter is the electricity system within one building, household or company.
Nevertheless, to deploy its solution also at the main electricity grid, the BDL states that

short-termKLV ILUP DLPV SWR ILW LQ ZLWK WKH H[LVWLQJ UXOF
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LQ WKH HOHFWULFLW\ VHFWRU WRGD\ ZLWS$UR¥MhgZDLWLQJ
WKLV VWDWH P HQ Wholdiry yoiSoehath Bnd wWatingvfer Degul&tory change
LV QRW VR JRRG’

The interviewee further points out that the start-up is continuously in conversations with
regulators, to give recommendations on how energy markets can be structured in the

future. +RZHYHU KH DGPLWV WKDW 3UHJXODWRU\ FKDQJH
SHIWUDRUGLQDULO\ GLIILFXOW LI QRW He &mpNigslitieOH LI \RX
SURFHVV RI WKH GLVFXVVLRQV ZLWK UHJXODWRUV 3WKHF
regulations. And they want to make sure that all parties in the market are at least aware

RU LQ DIJUHHPHQW ZLWKAMXKIKKY ¢hEngedJinl th¥ erergyLiri@siry

possibly result in spill-over effects, which potentially benefit or harm one party

disproportionally, these changes are difficult to accomplish.

While as aforementioned the short-term strategy of Start-Up A is to fit in with existing
regulations, the longV HU P VW U D W H dhatl{thie R2R pitfariht@dwatis more of

an energy market that we see. A more democratic form of resilient sustainable and
UHQHZDEOH HQHUJ\" +H FRPSDUdH¥KWKYWHQQWUHEM MIGE VIS
innovation theory:

37KH\ >WKH RW KrHdoergsRiF-Nps ka2 ltrgdng to boil the ocean so to speak,
while they are creating a whole market solution. Where we are taking the Clayton
Christensen approach to disruptive innovation, which is bottom-up: solve a few small
problems and keep the low-hanging fruits aMKHQ JURZ WKH FRPSDQ\ IURP
(BDL, Start-Up A)

This comparison illustrate8V K H | &VvidlN@rfp\approach to strategy. At the beginning

is solving a few small problems of the energy market in collaboration with their partners.
Eventually, they aim to offer a more holistic solution. The CEO of Start-Up A noted their
VROXWLRQ LV HIIHFWLY H-@an3b XaweWwonsuthers Xanwd 10/ ridaxkiniide G G O H
WKH UHWXUQV | Rdthe Hamé thteHhis \start-Epgddiot aim to undermine

the value proposition of energy retailers. Instead, they chose to partner up with these
companies to enhance their product offering.

The company is currently involved in several coopetitive partnerships. To maintain a

systematic analytical approach, | decide to focus on one collaboration in a deregulated
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market and one in a regulated market. In the deregulated Japanese market, Start-Up A
collaborates with the biggest Japanese energy retailer (Incumbent Al). In the highly
regulated Southeast Asian market, the firm joins forces with a centralized state-owned

utility company (Incumbent A2). Interestingly, in both environments, the start-up chooses

to fuly coo-RSHUDWH ZLWK WKH LQFXPEHQW FRP&8®QLHV DQG
6 H U Y-appridach to commercializing their technology. Consequently, the Australian

start-up becomes a software supplier, while the established company as a customer
improves its existing products with the sta¢tS{V WHFKQRORJ\ WR SURYLGH D
to the end-customer.

The start-up pursues different motives with the collaborative commercialization strategy.

First and foremost, the Co-Founder and Managing Director emphasizes the accelerated
growth as one rationale?ZH QHHGHG WR JURZ WKH FRPSDQ\ WR PLO
that we wDQW WR KDYH" +H DGGV WKDW SXEOLFLW\ DQG FU
PRWLYH 3WKH IDFW WKDW >, QFEXEBHYE $ @D WVYRHB ®R/UL Q.
LV D PDVVLYH LQGLFDWLRQ WKDW WKH LQGXVWU\ KDV DFF
of Start-Up A further says that the incumbsd¥ NQRZOHGJH RI 3ZKHUH WKH
PRYLQJ DQG WKH OHDUQLQJV IURP WKH FROODERUDWLYH
the next development steps of his start-up. Lastly, through the collaboration the start-up

can increase its focus on developing the technology, while the incumbent takes over

routine tasks such as regulatory approvals.

3:KLOH LW LV VWLOO IDLUO\ HDUO\ GD\V IRU WKLV WHFEK
potential benefits that P2P energy trading could offer our customers. [Start-Up A] is one
of a number of emerging technologies we are currently exploring, which we believe
FRXOG KHOS XV PHHW WKH FKDQJLQJ QHHGV RI RXU FXVW
Incumbent Al)

This statement of QFXPEHQW $ TV ([HFXWLYH *HQHUDO ODQDJHL
exploration of the new technology is the predominant motivation behind the collaboration

with the start-up. Furthermore, the established energy retailer seeks to build innovation
capability and technological know-how through this collaboration to eventually
differentiate in an increasingly fierce competition in the energy industry. For instance, the
president of Incumbent Al outlines that St&& $ fR2P3platform will optimize the
offeringforalO R1 WKH SDUWLFLSDQWV”’
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Currently, the start-up is deploying its first commercialization projects, but throughout
WKH zZzD\ WKH %'/ H[SHULHQFHG WKDW KH 3JHQHUDOO\
[incumbent energy retailers] are slow to move in regard t&ilYnD WHeR@taphorically

explains the collaborative innovation diffusion process:

3 do not know if you know about moving an object over a surface with a lot of friction.
To move the object, you need to overcome the static friction, and then the object is
rolling and that requires much less force. And | would say having this initial discussion
WKDWYV WKH IRUFH WR RYHUFRPH IULFWLRQ i$QG WKHQ
the rolling of the object” %'/ 6WPBU W

With this metaphor, he refers to the increased adoption after the collaboration with the
incumbent company is started. The partnership enables the start-up to overcome the
obstacles to commercialize the disruptive technology. Regarding the disruption of the

energy industry through blockchain, the Co-Founder and Managing Director of Start-Up

$ FRQILUPVY WKDW 3WKH LQGXVWU\ QHHGV WR EH GLVUXSW
WKDQ LQ D FRPSOHWHO\ G\VIXQFWLRQD @legtix\powerP SKDV L]L
supply for households and organizations.

4.1.2 Start-Up E

Start-Up E, as the second case company, was founded in 2017, is based in Estonia, and
raised approximately USD 40 million through its initial coin offering in 2018. Since its
inception, the start-up has grown to more than 25 employees and has mainly been
focussed on the Baltic, Nordic and Australian energy markets. Initially, the enterprise
aimed to introduce a blockchain-based renewable energy procurement, investment and
trading platform to empower individual consumers to take control over their energy
purchasing decisions. Today, Start-Uff Z V R O XaWwdwRr(fotugsing on P2P energy
trading among commercial customensthe form of power purchase agreements. In
simple terms, a power purchase agreement is a contract between energy producer and
consumer. As a deeper understanding of these agreements is not necessary for this study,

| refrain from defining these in more detail.

Operating primarily in deregulated energy markets, Start-Up E faces similar geallen

asStartUp A explained for these environments. The Chief Marketing Officer (= CMO)

of Start-Up E states th&W KH UHJXODWLRQV DUH UDWKHU GLIITHUHQ\

QRW VRPHWKLQJ WKDW ZH FDQ QR WfuZHerUHighlightsviké ,Q WKL
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complexity of energy markets, which further increaisethe case of internationalized

operations. However, he emphasizes that the regulations are not the biggest challenge for
Start-Up E, because it follows a very agile approach in it®-goarket approach, so that

the software solution can be easily adapted to different regulations. In contrddt, ke 9

Co-Founder and CEO views access to infrastructure as a highly significant challenge,
depicing WKDW 3LQIUDV WU XFW X U Hrdu\tar raik\a KédygGodNdéd, Q J WR .
EXW WKHQ \RX GR QRW KDYH WKH, heQlludi€s\tki¢ baxd- sk UH WR W
software, whichisSUHTXLUHG WR WULDO KLV FRPSDQ\YfV DSSOLFDV

firms.

The impact of these challenges can be observed in 8tart{ 1V V WAbdomMemglated
before, the firm originally aimed to develop a holistic blockchain-based solution for the
energy industry. This comprehensive solution intended to support energy procurement,
investment and trading, while it targeted both consumers and commercial customers.
AccordingtothestarX STV ILUVW ZK L W $irSt€yg Wdd to \bbkaid theQ@dguired
licenses orits own to set up an energy retailer and deploy the platform by themselves.

Hence, the goal was to enter the market with a complete solution for the energy market.

While the CMO underscores that this still remains that ultimate vision, Start-Up E now
pursues a divergent go-market approach. Instead of becoming a full-service provider
straight away, which onboards both producers and consumers, the firm d&¢iged E H
PDLQO\ D WHFKQRORJ\ SURY LTGi#l déard Wat\VtantUp- K dawH QW VW
supplies its technology to established players in the energy industry such as energy
retailers or energy consultants. The CMO justifies this strategy alteration with faster
adoption of their solution if his start-up enters as a technology provider. He staték that

we are entering the market as a technology provider, we tend to develop partners quite
naturally, because the same kind of partners would be our distribution channels and our

F O L HThW/ $tatement elucidates the effect that if the start-up enters the market by
themselves offering the solution to consumers, they compete with the incumbent
companies. Start-Up E chooses not to compete with these players and instead enters the
market as a technology provider, so that these players become th¥ Stfrty FXVWRPHUV

However, the Chief Information Officer (= CIO) metaphorically illustrates the decision
to become a software suppli&d@dLWK 3ZH GR QRW ZDQW WR HDW WKH Z
underlining the gradual expansion KfL V | Is&ft¥&r¥ application. The CMO adds that
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3 L Whot.Ie we are moving away [from becoming a full-service provider], but we have
postponed our start as a full-service provider to start getting adoption as a technology
provider for the companies that already do this kind of deals [energy retailers and energy
FRQV X O Mee QMW Wi@viewees explain that after the timyararket was reduced
because of the market entry as technology provider, their firm aims to become full-service
provider in the long term. As full-service provider, the start-up offers its platform directly

to end-customers without a partner, empowering consumers to trade energy among each
other without an intermediary. In fact, the firm states in its whitepape DW LW 3ZLOO
continue the journey to achieve the goal of becoming a next-generation virtual utility
enabling the transition to sustainable energy from corporate renewable power purchase
D JUHH P Bapsgguéntly, the supplier-customer relationship will shift towards a

competitive relationship in the future.

Because of the chosen short-term strategy, Start-Up E publicly announced multiple
partnerships. For instance, they collaborate with a state-owned grid operator in Estonia,
a Baltic electricity retailer as well as a leading electricity retailer in Australia. Imvithe

the scope of my study, | choose to analyse the partnership with the Baltic electricity
retailer (Incumbent E) in more detail, as this is the most mature collaboration the start-up
is involved in. Through the collaborations, the start-up aims to reduces its time to market
as well as to install the credibility of its blockchain-based solution. Furthermore, Start-
Up E emphasizes that the exchange of market knowledge with incumbent companies is
crucial for its technology development as well as commercialization. A Board Member
of Incumbent E explicates that, besides exploring the possibilities of the emerging
blockchain-technology, his company aims to differentiate its offering from the

F R P S H WeVdimRoQuseddigital technologies to help customers make better everyday
HQHUJ\ G HAdIMdANRIQ WWé emphasizes that his firm seeks to profit from the
innovativeness of Start-Up E as well as to automatize internal processes with the new

technology.

In regard to the general structure of the collaboration, the CM®@LFDWHYV WKDW 3LW
depends on the internal structure of the company. Whether the company has some
particular and specific innovation department, which task is to hunt down on start-ups

and >« @ WR FRIrptojc® tddeilver with staX-S \He further explains that the

central point of contact for the start-up is the leader of the innovation department of the
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incumbent. Concerning the practicalities of the partnership, the CMO explains that his
start-upcoQWULEXWHY WR WKH SDUWQHUVKLS ZLWK LWV 3XQLT
he refers to the general platform functionalities as well as the energy tokenization
technology by itself. He further adds that the general market approach of the start-up is

very valuable in the collaboration, as St&®& ( 3LV TXLWH IRUWXQDWH WR KD
IURP GLIITHUHQW EDFNJURXQ Gprévideg PR Q MRREQIEARMOQ FXPEHQ
howour (Start8 S (TV WHFK FRXOG EH UHO HUYpER MdItRralW KHP ™~ &0
the incumbent elucidates its processes, needs and market insights for the start-up. Here, |
observe that the contributed resources mirror the depicted customer-supplier relationship

while Start-Up E as a supplier provides the actual technology, Incumbent E as a customer

solely offers insight into its needs and the market in general. Currently, the start-up is
deploying large-scale trials of its technology with the incumbent partners, so that the

commercialization can be begun in the next stage.

,Q UHJDUG WR WKH LQQRYDWLRQ GLIIXVLRQ ,QFXPEHQW
3> 6 WP E] W disruptive. It makes renewable energy more affordable and accessible by

using blockchain technology KL JK O L JHKWN b&dehtigV &f ithe software solution.

The CMO of Start8 S ( IXUWKHU HOXFLGDWHY WKDW 3SWKH SDUWAQ
mostly within the frames of that particular partnership. It is not necessary that the core
product has to be changed everyibd H”™  mydbdervation that both firms collaborate

similar to a traditional customer-supplier relationship is substantiated, because of the
commoditization of the software sold by the start-up.

4.1.3 Start-Up S

Founded in 2017, the Singapore-based Start-Up S develops a blockchain-based P2P
energy trading marketplace, leveraging blockchain and internet of things to transact large
volumes of energy. Since its foundation, the start-up has grown to a team of more than

20 employees and recently raised approximately USD 30 million in its initial coin
RITHULQJ VHOOLQJ XWLOLW\ WRNHQV ZKLFK FDQ EH XVH

platform in the future.

Similar to Start-Up A, Start-Up S is operating primarily in Southeast Asia as well as Japan

and thus faces challenges in both regulated and deregulated energy markets. In general,

the Strategy Leader (= SL) of Start-Up S &pFDWHG WKDW 3WKH UHJXOD
HYROYHG WR WKH VWDJH ZKHUH WKH\ HdeXl@2Eefeist6 HFLD OO
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the uncertainty around P2P energy trading as a liability of the concept novelty. He furthe
compares hisstatk SV DSSURDFK ZLWK WKRVH RI RWKHUV LQ WK

3 $lot of these innovations [P2P energy trading applications] have been happening out
of the U.S. and Europe, and of course you have [Start-Up A] in Australia, but a lot of
them came from markets that were very, very differer@ally liberalised. What we
wanted to do was to develop amodel tRkeR XOG DFWXDOO\ ZRUN >LQ D UHJ
(SL, Start-Up S)

With this statement, the SL emphasizes his ska8fV IRFXV RQ WKH KLJKO\ |
Southeast Asian energy marketH FRQWLQXHYV 3LQ WKH 6RXWKHDVW $V
| would say that the utilities are backward but very forwaRIR N L This"’commercial

environment fundamentally shapes the strategic approach of the firm, because a very

novel product encounters a very traditional market. Thus, the start-up has decided to enter

the market in cooperation withleading utility company as a partner. The SL justifies

this approach explaining that s very difficult for a small start-up to come in and

navigate this environment, because« @tailers do not really exist in these industfies

As the concept of energy retailers has yet to be defined by regulators for these industries,

the start-up cannot enter the market without a partner. On the other side, centralized utility
FRPSDQLHYV DUH 2ORRNLQJ IRU LQQRY kMelwek3, whirel\ FDQ Gt
WKH XWLOLW\ LV VWSLOSarAUg 8). HEnQaMIgDhelies«3 thattabay

these centralized utilities are the best party to run the energy trading platform.

3 RI ZRUOGYV SRSXODWLRQ OLY i¥Yopuati®dMitddnD QG DOPR)
cities; and they are all connected to central power grids. Japan liberalised its power grid
in 2016, China has done so in parts and Singapore will be the first in Southeast-Asia. As
more countries liberalise their electricity markets, consumers will get greater choice in
FKRRVLQJ WKHLU HOHFWULFLW\ UHWDLOHUY DQG WKH
(Whitepaper, Start-Up S)

In the long-term, Start-Up S pursues a deviating strategy and | observed that the gradual

liberalisation of the Southeast Asian energy industry is one key reason for this. As these

markets become more accessible, the regulatory framework for energy retailers evolve

and as a consequence, the start-up is allowed to enter the market without a partner. This

enables Starl8S 6 WR SXUVXH LWV ILQDO YLOLRRB SRUMAKLRWY 3D °

eventual goal is that StaB-S 6 SHLWKHU UXQV WKH SODWIRUP RXW R
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WKURXJK VRPH VSHFLDO SXUSRVH YhelSL éndphlastzedtiat WK H X'W
how they reach thiK OWLPDWH YLVLWRRLIOW D BM RUGHINHA@MS XoD O O\

open the P2P energy tradi®ODWIRUP WR 3DV PDQ\ SDUWLFLSDQWYV D\
PDWFKLQJ IXQFWLRQ DOPRVW XQELDVHGO\’

Currently, the Start-Up is involveth a partnership with a large utility company

(Incumbent S), which permits the testing of its solution. Besides the access to
infrastructure and the regulatory compliance, the SL elucidates that an important rationale

behind this partnership is the expadion of S HFRQRPLHV RI VFDOH"™ RI WKH L
leveraging its existing customer base. The interviewee explains that exchanging
NQRZOHGJH DERXW 3FXOWXUDO UHJXODWRU\ DQG RSHUD
the incumbent also plays a role. Lastly, he underlines that increased market power as well

as learning from cooperative trials benefit the development of Start-Up S. For the
LQFXPEHQWYTV PRWLY D i¢L%RterestKit thE Qiiplicatidn \Of Kz Wiew
WHFKQRORJ\ >«@ ZKLFKifizatian®© adkd3sYdtbb&l XIdrelgulated energy
PDUNHWYV" LV WKH NH\ IDFWRU THe presi@entvwi IDcdmbéni SWKH SDL
confrms WKDW 3DPLG D FKDQJLQJ PRUH GHUHJXODWHG ODQG
joint innovation to the market anP DNLQJ D SRVLWLYH GLIIHUHQFH L(

Incumbent S further seeks to increase its operational efficiency through the application.

InregardWR WKLY FROODERUDWLRQ WKH 6/ HIHPSOLILHV WKI
[Start-Up S] is workingonW*~ +H FRQWLQXHV WKDW IURP WKH LQFXI
innovation-WHDP ZLWKLQ RQH R ILikE K IStatt8 '3 X(B V L \GWEEAD- MpH\VJ'\

S contributes with its unique combination of knowledge, which comprises energy

industry, information technology as well as management experts. The incumbent has a

large customer base, which is leveraged for the collaboratively testing and
commercializing the technology. Furthermore, the partnership allows Starta W B WD S

into the operational teams of NBLEHQW 6 WR XQGHUVWDQG KRZ WKH\
Incumbent S aims to gain access to the extraordinary skills and knowledge base of the
start-up. The SL of Start-Up S explains that Incumbent S has two alternative ways to gain

access to this. First, they have the possibility to outsource the development to a software
company. However, standard IT developers struggle with building a software which is

tailored to the needs of the incumbent. Second, the incumbent could build an internal

team to develop the software. Here, according to the SL of Start-Up S, it is very difficult

for utility companies to group the different sources which are needed for the development
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of blockchain-based P2P energy trading platforms. As Start-Up S combines knowledge
about the energy industry with software know-how, Incumbent S seeks to profit from this

combination.

As the key goal for the start-up is to learn about processes of the incumbent, the SL
H[SODLQV WKDW KLV VRIWZDUH GHYHORSPHQW WHDP LV 3
6fV@ UHT XHLH HPUHW KHU B &vely by Kikstoneltd\teploy successfully
ZLWKLQ >, QFXPEHQW 6YV@ FXVWRP tecakde they are WK LQN LW
ELJJHVW SDUWQ Hhis MgKlights tEeHmidddtahiele’ of the collaboration in the

current phase. | find that the partnership, in this case, is highly cooperative up to this

point, the testing of the technology, while in the long-term the strategy of Start-Up S

appears to become more competitive.

4.1.4 Start-Up U

The last case company, Start-Up U is based in the United States and develops a variety
of applications for the energy industry such as API, smart meter and blockchain. Although

it was founded in 2012, | decide to include it in this study, because it represents the
pioneer in this field and shifted its focus to blockchain-based P2P energy trading not
before 2015. Most notably, Start-Up U as the first company successfully piloted such an
application and consequently enabled the first P2P energy transaction in 2016. The start-
up is financially backed by strategic partners such as energy companies and venture
capital firms, while it has grown to a team of more than 20 employees.

The core markets of the start-up are Northern America and Europe. The energy markets

in both regions are largely deregulated, although in some parts of the U.S. they have yet

to open up for competition among energy retailers. For both environments, regulated and
deregulated, the BDL of Start-Up U emphasiZ§KDW 3UHJXODWRUYV DUH QRW
WUDQVDFWLYH HQHU whidh Xepreshtd/ &/ sighRicaht ©héllenge for his

start-up to enter the market. He further elaborates on the key distinction between regulated

and deregulated environments. For a highly regulated market in the U.S., he exemplifies

that s X WLOLWLHYVY HDUQ D UHJXODWHG UDWH RI UHWXUQ ED
operate and maintain their capacity to distribute and in many cases to generate electrical
HQHUJ\" +HQ&pd enter this\hiakkéd/on their own, they would only achieve a

financial return based on the capital they invest into infrastructure. As none of the case

companies intends to invest heavily in infrastructure, the non-partnership entry strategy
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is not financially viable under these circumstamdaterestingly, Start-Up U is involved

in discussions with the governmental institutions to explore concepts for the future of the

energy industry, Q WKLY FRQWH[W WKH LQWHUYLHZHH HOXFLGD
influence that [the regulations] to the extent we can. However, we are a small company
ZLWK OLPLW HN&véitHeleBsXhé hidty thatwWKH IXWXUH LV JRLQJ WR E
FRPSHWLWLYH LQ WKa&t go@tdrdehts InQ&axngh libkralise energy

markets.

3)RU XV D, weViEdit WVve a near-term business model and | can describe to
you what the ultimate vision is, but realistically, we need to stay alive as long as we get
there. Where is the commercial value for a company like us today and where is it
leading to? ThReUHJXODWRU\ DVSHFW LV GHILQLWHO\ WKH ELJJ}
(BDL, Start-Up U)

This quote points out the impact of the commercial environment on the strategy of the
start-up. As the regulations have yet to evolve to the stage where the case company can
directly pursue its visiorit needs to create value for customers immediately to generate
financial returns. As a result, Start-Up U follows thé R | W-Z&46HHUYLFHINPRGHO
the short-term, offeringa blockchain-based software solution to incumbent energy
retailers, allowing these companies to improve their existing offering. Hence, Start-Up U
chooses not to become an energy retailer themselves. The BDL justifies this decision:
3 Bing an energy retailer is not an attractive moeed:@nergy retailers are in the fight

for the cheapest electricity right now, so the margins are very thin, and it is tough to
differentiate” This implies that with this strategy the startaypids entering a mature

and highly competitive market and instead focusses on collaborating with established
companies in this market, which are exposed to increasingly fierce competition and thus

seek to differentiate their offering.

However, the BDL expects thakKtH *FRPPHUF LD O -UpDU) XiHcHahge &W D U W
UHJX ODW LR @luditgD® Hisl $tartX S 1V -térR Qtdategy and vision. As he

anticipates that the commercial environment becomes increasingly favourable for
innovative P2P energy trading solutions, Start-Up U aims to gradually expand its software
solution. Features such as distributed energy and occasional pricing are progressively
added to the softvareDOORZLQJ WKH ILUP HYHQWA-BODWWR RIIHU

concept. With this solution, the case company aspires to transform the value proposition
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of incumbent energy retailers into a platform to empower individual consumers to expand
the control of their electricity purchasing decisions. This concept has major implications
for the relationship with its partners. Start-Up U is deploying its platform collaboratively

with the incumbent company. While the start-up provides the technical solution, the
incumbent can utilize the platform to sell its energy and to offer its customers more

options.

In accordance with its short-term strategy, Start-Up U is involved in several partnerships
with incumbent companies in the energy industry. For my research, | focus on the most
extensive and mature partnership of the firm with a leading British electricity retailer
(Incumbent U). So far, the partners have collaboratively conducted pilots of the P2P
energy trading platform and are currently in the phase of launching a large-sdaie tri
Southwest England. The interviewee of Start-Up U conveys multiple motivations for
entering the partnership. Most importantly, his firm has the possibility of extensive
publicity by collaborating with a leading energy retailers, explaining that the partnership

is RI SODUJH QDWLRQDO BtQAGsdcantifratibnal®dr the gdt@p lis@hé¢/ H U H
acceleration of its growth:

3:H WKLQN WKDW DV D FRPSDQ\ ZH ZDQW WR JURZ IDVW I
So, we think that we need partnerships, because otherwise we could not do that in
multiple marNHWYV DW WKH VDPHUMWUOLPH = %'/ 6WDUW

The BDL further hints that his firm requird@ SUHWDLO OLFHQ\WswWalRsVHOO HO
access to the electricity grid to transact electrickywo resources the incumbent

possesses ownership of. Through the partnership with this party, the start-up can access

these resources. Furthermore, the case company seeks to profiit QdfeX PEHQW 81V
NQRZOHGJH 3Rl WKH ORFDO PDUNHW¥stlyQhe intekiemieed FXVWRP
highlights that the learnings made in the cooperative trials enable the continuous
improvement of the software. Due to the inhomogeneity of the partners, the incumbent

has other rationales for initiating the collaboration:

SThe question we want to answer through this pilot is whether blockchain can deliver
significant value to the systemasawhalel GRQYW NQRZ EHLQJ EUXWDOO
blockchain can deliver valie SURJUDP 'LUHFWRU ,QFXPEHQW E&
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This statement indicates the main motivation of Incumbent U: exploring an emerging and
potentially disruptive technology. Besides this, the CEO of Incumbent U argues that the
partnership is3S DOORZLQJ XV WR ILQG QHZ DQG EHWWHU zZD\V
FXVWRPHUV" DOOXGLQJ WR GLIIHUHQWLDMpetiivg KLV LU
environment. In this context, the BDL of Start-UpRUfSOLFDWHYV WKDW WKH LQFX
a really big interest of moving more into a serviedd VHG E XV L CHeNE¥, tReReGH O~
HVWDEOLVKHG SOD\HUV DUH 3WU\L Q JsWdlel vdutdUdéek R XW Z KD
OLNH IRU WKHRp UYThese Biaiethdvits emphasize that the start-up envisions

WR GHSOR)\ -#$K-H H18 WILLFOH. W@ bovsteIY @ther than competing with

the incumbent firm.

In regard to the partnership itself, the BDL claims thet[LVWLQJ PRGHOV KDYH WHF
andthatt FRPSDQLHV WKDW DUH LQWH U Ht¥ny/td ke thepartde@GQ LED O L |
[Start-Up U] works best with ,Q IDFW K Hth® cdircepof PRPkeDevgy trading

LV QRW SURILWDEOH ZLWK WKH HQ HHéalluktidted Bhat@hd UV ] FXU
start-X STV S bddy @ Hade3 D V KeltJ Welin to get a longV HU P FDrlLileg”

structure of the partnership, the interviewee explains thatway that the relationships

are structured is that we have an additional pilot that is sort of theRicki-le further

elaborates on the structure:

S7KH DYHUDJH SDUWQHUVKLS LV EHWZHHQ XV DQG D FR
integrated utility if we are working in certain markets in the U.S., but most of the
PDUNHWYVY ZH DUH ZRUNLQJ LQ BUWWH)FRPSHWLWLYH ~

During the relationships with incumbent companies, the BDL deems open
communication and knowledge sharing very important, exemplifying that his team
SWKRXJKW D B MWanit @0 Knebydtatelbilling into our platform. In working with

our partners, we found out that billing is actually their only touchpoint with their
customers and so we would be disintermediation the relati@nsBiL WK WKHLU FXVWRF
$V VRIWZDUH GHYHORSPHQW WHDPV JR WKURXJK 3PXOW
LPSURYHV’ ™ o U)ptheDieetback from the established firm is crucial. In

addition, he argues that knowledge protection does not play a key role in the collaboration

with Incumbent U:37KLQN DERXW KRZ IDVW EORFNFKDLQ LV FK
infrastructure investments there is, we likely will be transitioning to new blockchains in

W KH | XDas¥ythe BDL describes that an aligned vision of both partners builds the
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basis for the collaboration, so that both the start-up and incumbent move into the same

direction.

The interviewee confirms that WKH FROODERUDWLRQ LV FULWLFDO E
market. So, if the relationship does dRUN WKH EXVLQHVYV PR&HO ZLOO
CEO and Co-Founder of StaBS 8 XQGHUVFRUH WKDW 3WKLV LV QR
GLVUXSWLRQ ,W LV DQ HYROXWLRQ~
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4.2

In this section, | continue with the second and third step of my analytical approach. By

Cross-Case Analysis and Discussion

conducting a cross-case analysis, | identify the similarities as well as differences across
the four presented cases and enfold the respective literature to discuss the emerging
patterns. Coherent with my theoretical framework, | structure this part into four themes:
commercial environment, motivations, the process of coopetition and innovation
diffusion. Even though the case companies develop a comparable product, they have

dissimilar backgrounds and pursue deviating stragfgee Table 4).

Start-Up A Start-Up E Start-Up S Start-Up U

o4 Australia Estonia Singapore United States

g 2016 2017 2017 2012

£

§ 30+ 25+ 20+ 20+

g

2 | USD 24 million USD 40 million USD 30 million Not disclosed

LL

S

(%‘ Commercialization| Large-scale trial Small-scale pilot Large-scale trial

Australia, Japan

@ (deregulated) Central/Western

s . . Japan Europe

% US. AUStrl\Elicl)lfd i(I;%Saltlcs, (deregulated) (derequiated)

= iall | ,

2 (partially regulated) (deregulated) Southeast Asia US

w . (regulated) e

Southeast Asia (partially regulated)
(regulated)

£ > - , Consulting firm
o Softwareasa- | Technology-provide| Software-providers -
< 0 . ) . providing Software-
£ ©| Service model for for incumbent for incumbent .
24 energy retailers energy retailers energy retailers asa-Serwce_ for
« energy retailers
ag) > Expansion of FuII_-serV|ce provide| Utility-like role_ with Utility- asa-Platform
< ©| software to more | with platform for | platform solution for .

> T L . solution deployed
< & | holistic solution for producer and producer and s
S with incumbent

future energy marke consumer consumer

Z .

5 Leading utility Eé];;igg; rleézl(;?rz n Leading utility Leading energy

2 company in Japan » leading company in Japan| retailer in U.K.

£ e energy retailer in . 2.

S and in Singapore Australia and in Singapore (among others)

Table 4: Overview about Case Companies, Source: own creation
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As Table 4 illustrates, key differences exist among the case companies. Firstly, the four
start-ups are based in very diverse geographical locations, and consequently operate in
different markets and environments. As the environment can be categorized in regulated
and deregulated, | believe that its impact on the sta&V § V Wad ba\ehididated.
Secondly, the four firms are in different stages of itsagorarket approach. While Start-

Up A is already commercializing its technology, the other start-ups have yet to reach this
stage. Start-Up E and Start-Up U are currently finalizing large-scale trials to proceed with
the commercialization soon. The different stages allow the analysis of motivations
throughout the gte-market path. Lastly, | identified that while all case companies follow

a two-phase strag@ approach, the strategies in each phase a dissimilar with implications
on the coopetitive partnerships. In the next sections, | comprehensively analyse and
discuss my empirical findings to eventually modify the theoretical framework, so that the

research questions can be answered.

4.2.1 Commercial Environment

This chapter analgs and discusses my findingsf the impact of the commercial
HQYLURQPHQW RQ WKH F RiwospRtRig Papthearstifis.\Avbtebevited J L H V
for each case separately in the preceding chapter, all four case companies highlight the
significance of the commercial environment for their strategy. | find that the commercial
environment in the energy industry is characterized by two key factors: regulatory and
infrastructural environment. Although these two areas are partially interconnected, | first
describe each factor individually, before I illustrate conjunctive elements and its impact.

Regulatory Environment

| find that the four case companies concordantly agree that the regulatory environment in

the energy industry represents a major challenge. Even though thXS8art§f SURGXFW
blockchain-based P2P energy trading, is not explicitly prohibited by any regulations, they

are forced to cope with the liability. This applies to both regulated (i.e. Southeast Asia)

and deregulated energy markets (i.e. Australia or Central/Western Europe). In according

to the explanations of the case companies, the interviewed industry expert illustrates the

importance of rules by comparing the energy industry with the healthcare industry:

#As we think about disruption and as we think about the two industries of healthcare
and energy, there are different reasons, why they are behind on digitization and
information technology. In one case iimassive physical infrastructure that works
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when it is stupid. That is electricity and energy flows. In the other, it is an incredibly
complex domain, where digitization runs into enormous complexity of the human body
and medical treatment§ OLFKDHO %DUQDUG ,QGXVWU\ ([SH

Here, he alludes to the importance of reliable power supply for households and industries,
and that regulations aim to ensure this uninterrupted supply. In the context of the other
NWHUYLHZHHTY DFFRXQWV %DUQDUGTVY H[SODQDWLRQV F
major market entry barrier for the start-ups, as the impact of their solutions on the

reliability of the energy system have yet to be explored.

In addition to the challenge represented by non-existing regulations, | find that also
existing regulations impede the market entry of disruptive start-ups. In this context, it is
important to differentiate based on the level of regulation into regulated and deregulated
markets. For regulated markets, the interviewees of Start-Up A and Start-Up U depict that
regulations render the financial and legal viability of the ska&-VY EXVLQHVV PRG
impossible. Most noticeably, the three start-ups which have operations in regulated
environments outlined that competitive retailers do not exist in these regulatory
frameworks, as their value proposition is executed by state-owned utility companies.
Hence, these regulations preclude innovative start-ups entirely from disrupting the
industry, since they cannot enter the market without partnering with the incumbent state-

owned utility company.

In regulated environments, energy retailers exist, and fierce competition exists among
them. However, even in these markets, | discovered that start-ups face significant
regulatory challenges to enter the market. First and foremost, all interviewees explained
that energy retail licenses are required for the deployment of P2P energy trading concepts
on the electricity grid. Interestingly, different strategies to comply with this legal
requirement were exemplified. Start-Up A and Start-Up U partner with incumbent
companies which own such a license, and thus adjust th&xmarket approach due to

this legal requirement. Stdudp S follows the same approach but emphasizes that for the
internationalization it is planned to increasingly acquire retail licenses without a partner.
Start-Up E explains that its partners usually own these licenses, but in the future, it also
plans to acquire these on their own. While the case companies follow slightly deviating
approaches in obtaining the license, they concur that the existing regulations complicate

their commercialization strategy.
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While all start-ups accept the existing regulations with their business models, two of the
start-ups (Start-Up A and Start-Up U) proactively engage in discussion with regulators.
Although both firms admit that regulatory change is very difficult to achieve as a start-
up, | observed that through the conversations the regulators are becoming increasingly
aware of the innovative P2P energy trading platforms. For instance, the Managing
Director and Co-Founder of StaB8S $ H[S O D Lo@evhridertavd fegjulators around

the world are taking a closer and more detailed view, but not from the perspective of

shutting it down
Infrastructural Environment

Despite the regulatory environment presumably has the most significant impact on start-
ups operating in the energy industry, the infrastructural environment also plays a crucial
role. The four case companies have highlighted that the exclusivity of certain resources
in the energy industry represents a major challenge. More specifically, they emphasized
the need for access to two infrastructural components to test and deploy the P2P energy
trading platforms: the electricity grid and the smart meters. While the electricity grid is
usually owned by the state-owned utility company or by distribution/transmission system
operators, the energy consumption data of smart meters is usually owned by the state-
owned utility company or incumbent energy retailers. No matter which party the owner
is, the start-ups require access to it to develop, pilot and eventually deploy their solution.
However, a clear link between regulatory and infrastructural environment is evident. On
the one hand, the ownership of the infrastructural resources is determined by
governmental policies. On the other hand, changes in the infrastructures, for instance
through the advent of wind and solar farms, require changes in the regulatory landscape.
| observe that the former connection is significant for the case companies. The current
ownership of the infrastructure is a major reason for all four case companies to cooperate
with incumbent energy retailers, as they already possess the access or the ownership to

the necessary components.
Impact of Commercial Environment

The reason why | dedicate a whole subchapter to the commercial environment is its

significant impact on the start-ups strategy and thus on the coopetitive partnerships. As

Figure 15 visualizes, | find that in the short-term all start-ups aim to fit in with the existing

regulatory and infrastructal environment to be able to create immediate value for
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customers. However, as the start-ups anticipate that the commercial environment and thus
its value will change in the future, they pursue a deviating strategy in the long-term.

Hence, | identified that all start-ups follow a two-phase strategy.

Start-Up A Start-Up E Start-Up S Start-Up U
§ Software Technology Software Software
E provider provider provider consulting firm
]

Anticipated change in commercial environment

5 Holistic solution Full_—serwc_c Utl.llty-llk(f role UE1llty—as-a-_
% rovider provider with with platform Platform solution
8 P platform solution with incumbent

Figure 15: Impact of Commercial Environment on Start-Ups' Strategies, Sourcecr@ation

Each strategy consists of a short-term commercialization-strategy and a long-term
expansion-strategy. | find that the key factor for the distinction is the commercial

environment. The interviewee of Start-Up A illustrates this with the following quote:

Jnnovation is outpacing regulation - what is new and innovative is either fitting in or
trying to fit into existing regulation. Or you need regulatory change and getting

regulatory change is very difficult %'/ 6WpBU W

All four start-ups aim to fit into existing regulations. They achieve this by entering the
market with a B2B-model, offering their technology or software-solution to incumbent
energy retailers to comply with existing regulations. However, | discover for the second
phase that the start-ups gradually adjust their strategy towards more independence from
the incumbent. While two of the Start-Ups (Start-Up A and Start-Up U) emphasize that
their vision for the long-term involves collaborating with incumbent energy retailers, the
other two start-ups have a deviating vision. Start-Up E plans to become a full-service
provider with a platform solution, which directly connects producers and consumers. As
a result of this model, the value proposition of the incumbent energy retailers would be
rendered obsolete. Start-Up S aims to proceed with a hybrid-model in the second phase,
entering certain markets as an energy retailer themselves and partnering with incumbent

energy retailers in other markets.

Based on the described similarities and differences among the cases, | identify several

cross-case patterns. First, the uncertain commercial environment represents a major
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challenge for the start-ups because it is difficult to navigate when necessary regulations
have yet to evolve. Enfolding previous literature, Bhide (2000) confirms this finding,
claiming that regulatory and technological uncertainty has an aggravating impact on the
profit potential of start-ups operating in a niche. He further indicates a link between the
novelty of a start-u@ product and the uncertainty of the environment. Other studies
confirm this link by showing a negative correlation between innovativeness and start-up
survival (Brownet al, 2012; Hyytinenet al, 2015; Markides, 2006). However, the
research in this field is inconclusive as multiple studies have found evidence for a positive
connection between these two factors (i.e. Helmers and Rogers, 2010; Wagner and
Cockburn, 2010).

Second, | find the emerging pattern that the regulatory and infrastructural environment
significantly influence the market entry of these start-ups. | observed that these two
factors can force new entrants to collaborate with incumbent companies to commercialize
their innovation.Christensenet al. (2004) underscore the impact of regulations on
disruptive innovations. More specifically, they explain that governments can utilize levers
to target the two factors motivation and ability to eventually promote innovation. In the
case of the four start-ups, first and foremost competition policies hinder them from
entering the market without a partner. However, the start-ups anticipate the intervention
of governments, which will support their ability to diffuse their disruptive innovation.
Graffy and Kihm (2014) further show that governmental policies can prevent incumbents
from being disrupted, but are not to be seen as a permanent protection. Lastly, previous
literature supports my finding that a reciprocal relationship exists between commercial
environment and companies (Stenzel and Frenzel, 2008). While the start-ups adjust to the
circumstances, some of them also engage in governmental discussion to eventually adjust
the regulations. Besides the regulatory environment, previous literature also corroborates
that infrastructure is another major factor impacting the commercialization strategy of
disruptive start-ups (Gans and Stern, 2003; Teece, 1986). In line with my findings, the
existing literature explains that assets, which are possessed by the incumbent and hard to

duplicate for the new entrant, represent a significant market entry barrier.

Third, | discover that all of the four case companies follow a two-phase strategy. In the
first phase, they choose to follow a partnership approach. In the second phase, they pursue
a deviating strategy by progressively adapting to the changing commercial environment.

Throughout the two phases, the interviewees emphasized the need for flexibility and
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adaptability. Christensen and Raynor (2003) confirm this need especially for the early
stages of the innovation commercialization. This necessity for flexibility is further
increased for the case companies, since they choose to coopetitively diffuse their
disruptive innovation with incumbent partners (Ansdral, 2016). Further studies have
affirmed the need for an adjustable strategy to maintain coopetitive balance and to avoid
tensions throughout the process of collaboration (Gnyawali and Charleton, 2018).

This chapter highlights the commercial environment, in particular regulatory compliance

and access to infrastructure as two fundamental motivations for start-ups to enter
partnerships with incumbent companies. However, | find a multitude of additional
motivations from both the stak-SVY DV ZHOO DV WKH BEQWEPIEHQWVY

elucidate in the following part of my study.

4.2.2 Motivations for Coopetitive Partnerships

As the second theme of this studghbose to analyse and discuss the reasons why start-
ups and incumbents engage in coopetitive partnerships. The motivations of each party are
particularly interesting because the relationship consists of cooperative as well as
competitive elements. As outlined in Chapter 3.2, the selected start-ups seek to enter the
energy industry with an innovation that negatively impacts the value proposition of the
incumbents at the least or renders their business model obsolete at the worst. However,
both parties decide to collaborate. In the next sections, | successively analyse the
motivations of each party, before | synthesize in the end and discuss the emerging cross-

case patterns.
Perspective of the Starttp

Since the interviewees of the four case companies mention a multitude of reasons for
engaging in partnerships with incumbent companies, | conduct a semi-quantitative
analysis to create an overview about the frequency for each of the factorg(se€lB)

This frequency shows, based on my inductive coding, how often each start-up made

mention of each rationale.
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Frequencies of Codes
0 5 10 15 20

Publicity and credibility I
Acceleration and scale-u /N
Access to infrastructurcilll
Cooperative learning IR
Market knowledge I
Market power I

Regulatory compliance I
Access to customer bas
Avoid battle with giants I

Access to funding il

Increased focusEE

m Start-Up A m Start-Up Em Start-Up Sm Start-Up U

Figure 16: Motivation Factors of Start-Ups, Source: own creation

The semi-quantitative analysis visualizes the significance of the factors for each of the
start-ups. By analysing the chart, it becomes clear that three of the eleven identified
factors are relevant for all four start-ups: publicity and credibility, acceleration and scale
up and access to infrastructure. The next five factors are relevant for three of the four case
companies, whereas the last three were only mentioned sgxt«ips. In the following,

| elaborate on the dominant factors to explain why start-ups engage in coopetitive

partnerships.

According to the analysis, gainingublicity and credibility through the coopetitive
partnership is one of the major motivasdar the interviewed start-ups. This is coherent
with the interviewees explanations. As the energy industry is traditionally very slow-
moving, the interviewees aim to initiate discussions around innovative energy trading
concepts to eventually achieve regulatory changes in their favour. Furthermore, | observe
that the start-ups aspire to accomplish network effects for its platform by increasing its
customer base through the gained publicity. In this contediscover that also the
blockchain-based business model plays a role. As the CIO oflgi&ttelucidates, at the
beginning of the foundation of blockchain-based ventdites focus is put on marketing

and promoting the ICO itself $iMroduced in Chapter 2.3, start-ups with a blockchain-
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based product are enabled to selFRLQVY WR ILQDQFH LWV JURZWK 6L
companies have raised more than USD 20 million through the ICO, | conclude that
marketing has indeed played a major role in the early stages of the venture. However, as

these three case companies have passed the ICO-stage and still emphasize the importance

of publicity through the coopetitive partnership, | argue that this factor is not specific to

the circumstances of this study.

The second-most frequently mentioned rationalaciseleration and scalasp. As the

four start-ups aspire to grow at a fast pace, they want to exploit economies of scale of the
incumbent company. As aforementioned, by leveraging the coverage of the incumbent
company, the start-ups seek to accelerate network effects, which again spur the growth of

its platform. As the Managing Director of Start-Up A emphasizes, the case companies
SQHHGHG WR JURZ WKH FRPSDQ\ WR PLOOL&®QN WR KDY
Undoubtedly, accomplishing a growth to that dimension represents a major obstacle for

start-ups with limited resources.

As comprehensively explained in the preceding chajpiesess to infrastructureis

crucial for the four case companies and consequently the third-most stated motivation
factor mentioned by all case companies. Surprisinglyylatory compliancewas only
mentioned by three of the four firms as a rationale for engaging in partnerships with
incumbents. Start-Up E portrays the only company which omits to mention this motive.
Clearly, this is not because this start-up deems regulatory compliance unimportant
Instead, they choose a diverging strategic approach. AccordigKoH |\Wwhix&p@peér,

the start-up aims to acquire a retail license by themselves in the long-term, enabling them

to operate on the electricity grid fully compliant without the necessity for a partner.

The next factors were mentioned by three of the four case comp@aepgerative
learning describes the experience and knowledge the start-ups gain from the
collaborative testing and deployment of the platform with incumbents. Again, Start-Up E
is the only company not emphasizing this factor. A possible explanation is its current
development stage. Although the firm already executed small-scale pilots in the past, the
large-scale pilot is still in a nascent stage. For the next two motivation faoimset
knowledge andmarket power, | argue that the opposite is the reason why Start-Up A
has not indicated its importance. The interviewed expert emphasizes that Start-Up A

received the most traction in comparison to the other three case companies. This is
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confirmed by the fact that the firm is currently engaged in a governmental inquiry about
the Australian electricity market, which reviews the current regulations. Furthermore, the
enterprise was founded by former staff of leading electricity retailers, reducing the need
for comprehensive additional market insights. Hence, | claim that this is the reason why
the firm views the marginal benefit of the partnership in regard teetiwe factors,

market knowledge and market power, as marginal.

The remaining four factorgaccess to customer basavoiding battles with giants
access to fundingandincreased focustare mentioned not more than five times by the
case companies and thus | deem them insignificant as rationales behind the partnership.

However, | take them into account in case the previous literature refutes this assertion.
Perspective of Incumbent Company

Since the incumbetV VLWXDWLRQ LV IXQGDPHQWODSIM® GLIIHUH
established firm pursues divergent interests by engaging in coopetitive partnerships with
disruptive start-up8y FRGLQJ WKH L QFXP E H QathetfaddrsWwrmerdedV LRQV V
As for the start-uff V= S H U YV BédRdL & Bemi-quantitative analysis to show the

relative importance of each factor (see Figure 17). To ensure high validity and reliability

of the findings, | systematically collected data on the most extensive and mature
partnerships of each start-up.

Frequencies of Codes

0 5 10 15 20

Exploration of new technology N
Differentiation from competition | I RNREREEENN

Building innovation capability I
Increasing operational efficiencyil IR
Defining new business modelll

Access to technological know-hovilllllllill

m Start-Up A ®Start-Up E mStart-Up S = Start-Up U

Figure 17: Motivation Factors of Incumbent, Source: own creation

According to the semi-quantitative analysis, three motivation factors are stated in all four

cases. Moreover, two reasons are expressed by three and one reason is only expressed by
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two of the cases. As the most dominant reason for incumbents engaging in coopetitive
partnerships with disruptive start-ups¢ploration of new technologyemerged. As
described in the literature review, blockchain-technology has received extensive publicity
in recent months and hence the interest of corporates is sparked to explore the disruptive

potential.

The second-most important reason for th @ FXPEHQWIV HQJDJHPHQW LQ S
differentiation from competition . | observe that this factor is predominantly highlighted

by the partners of Start-Up A and Start-Up U. Based on the cross-case comparison, |
believe that two possible explanations exist. First, as both of the other start-ups (Start-Up

E and Start-Up S) have yet to reach the commercialization stage with their technology,

the incumbent partners might not see the differentiation potential so far. Furthermore, as
Start-Up S is operating in the Southeast Asian market, a regulated one without
competition, the incumberg not exposed to competition and is consequently not forced

to differentiate their offering.

Building innovation capability is the third factor, which is important for all of the case
companies. This factor specifically summarizes the motivation of incumbents to
proactively adapt to a changing landscape in the energy industry. As the Southeast Asian
market is a good showcase for a changing environment since it is currently in the process

of opening up to competition, the following statement of Incthi®W 6TV SUHVLGH(
summarizes the rationale behind this factOD PLG D FKDQJLQJ PRUH GHU
landscape, we look forward to bringing joint innovation to the market and making a
SRVLWLYH GLIITHUHQFH LQ FRPPXQLWLHV’

As for the start-ufy Yhotives, | refrain from elaborating on the three least-frequently
mentioned motivation factorscreasing operational efficiencydefining new business

model and access to technological know-howas they can be deemed less dominant.
These three were mentioned not more than six times by the incumbent companies.
However, if the previous literature indicates the importance of some of these factors, |

discuss this divergence.

By analysing the motives of start-ups and incumbents across the four cases, three clear

patterns emerge. First, the benefits linked to the motivation factors of the stag-up ar

realized at dissimilar points of time. The two motives access to infrastructure and

regulatory compliance deal with overcoming market entry barriers before and during the
82



commercialization of the innovation. The other dominant rational@siblicity and
credibility, acceleration and scale-up, cooperative learning, market knowledge and
market powertaim to increase the staX-S tbfnpetitiveness and hence the chance for

the start-up to survive over time. Enfolding existing literature, | discover that publicity
and acceleration of growth are largely confirmed as a motivation for start-ups engaging
in partnerships with incumbent companies (Hetaal, 2018; Lechner and Dowling,
2003). Furthermore, | find that previous research indicates cooperative learning and
access to scarce resources as additional reasons for entrepreneurial firms entering
coopetition (Dussaugs al, 2000; Lechner and Dowling, 2003; Somgbal, 2014). More
specifically, Soppet al.(2014) stateW KyoudgJirms can effectively overcome the lack

of sufficient resources « @/e propose that this is especially the case in industries with
highly scarce resourcé#p. 560). This statement not only confirms my findings about the
LPSRUWDQFH RI 3D F F HMivales RxpliCatds Ehe Sighificanintpadd 6f the
commercial environment on the gmmarket strategies of new entrants. The findings of
Gans and Stern (2003) further substantiate access to infrastructure as a reason why start-

ups enter partnerships with established firms.

Aware that literature about coopetition among start-ups and incumbents is very sparse, |
decide to take also findings of motivations of coopetition among equally large

corporations into account. Here, | find that particularly access to complementary assets
and skills as well as sales growth are highlighted as motivation factors (i.e. Bengtsson
and Kock, 2000; Brolos, 2009; Gnyawali and Park, 2009). Confirmed only by research

on strategic alliances, increased market power is not yet described as a major factor by
research on coopetitive partnerships (Rond and Bouchikhi, 2004). However, based on the
systematic coding and the subsequent semi-quantitative analysis, | claim that increase of
market power represents a dominant motivation factor for start-ups engaging in

coopetitive partnerships with incumbents, since the partnership allows them to leverage

the existing relationships of the larger counterpart.

Furthermore, previous literature does not suggest regulatory compliance as a major
motivation factor by start-ups for coopetitive partnerships with incumbents. Howsver, a
all four case companies clearly define the regulatory uncertainty as a major challenge and
hence regulatory compliance as a major rationale for coopetition, this contradiction with
the literature is surprising. Based on this discovery, | argue that regulatory compliance is

a major motivation factor in this particular commercial environment. In industries, where
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policies impede the market entry, new entrants can overcome these barriers by
collaborating with established companies. In this context, | refer to the limitations of the

study (Chapter 5.3), as this finding is only generalizable for certain environments.

As the second cross-case pattern, | identify that most of the motives for the incumbents

focus long-term benefits. For instance, while the technology itself can be explored in the
short-term, the evolution of a widely scalable solution is likely to take five to ten more

years according to the research institute Gartner (Panetta, 2018). Hence, the incumbents

can only differentiate themselves from the competition with blockchain-based P2P energy
trading platforms in the long-run.KH UDWLRQDOH SEXLOGL&sd dNFQRYDWLR
to improve the incumber offering rather in the long-term. In their research about
coopetition between start-ups and incumbents, idbah (2018) confirm the importance

of building innovation capabilities and accessing technological know-how, supporting

two factors | identified. Moreover, coopetition as a reason for creating a competitive
advantage has been widely proofed (i.e. Pereira and Leitao, 2016; Soriano, 2016; Rusko

et al, 2018). Furthermore, Ansaet al. (2016) suggest, based on their study of the
disruption of the television ecosystem, that incumbents have an interest in exploring a
disruptive technology, underlining the importance of this factor. As an underlying
rationalelRU DOO WKH WZR IDFWRUV BEXLOGLQJ LQQRYDWLRQ
F R P S H \WdctédsRoomplementary skills and knowledge can be identified, which is

widely proved by previous research on coopetition (Bengtsson and Kock, 2000; Brolos,

2009; Gnyawali and Park, 2009).

Third, by comparing these two emergent patterns, | find a difference in the time frame of
WKH UHDOL]DWLRQ RI WKH PRWLYDWLRQ IDFRWIRaJTV XQGHI
lag becomes evident between the realization of the benefits of the coopetition by the start-

up and the incumbent. As introduced, the start-up profits from the coopetition
immediately by overcoming market entry barriers as well as in the short-term by
enhancing its competitiveness in a critical stage. In contrast, the incumbent profits
predominantly in the long-term by improviitg offering through the incorporation of the

disruptive technology, ondgereaches a sufficiently mature stage. This defined by one of

the interviewees as self-cannibalization asviit¢ HVW DE O LV Kéh@t-tdrrpani IDFH 3D
to get a long-term gain % ' [Start-Up U). After reviewing additional literature in light

of this finding, | conclude that this temporal divergence has been largely omitted by

previous research. Only Ansast al. (2016) find that intertemporal divergence3W K H
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potential for future benefits for ecosystem members along with perceptions of immediate
disruption generated forces for both cooperation and competition between [start-ups] and
incumbents S have a significant impact on coopetition. The next chapter will further
explore this intertemporal divergence throughout the process of coopetition, aiming to

further elucidate and substantiate this novel finding.

4.2.3 Process of Coopetition

Coopetitive partnerships represent a complex phenomenon, since they simultaneously
comprise cooperative as well as competitive elements. Coopetition between start-ups and
incumbents adds further complexity due to the inhomogeneity of the partners. To amplify
the process of this partnership, | start this sedtjoaiescribingny findingsof cooperative

and competitive elements as well as its intensities. In this cohtabsp illustrate the
shifting balance between both forces over time and elucidate the reasons for these balance
shifts. Subsequently, | elaborate on my observations of tensions evolving from
coopetitive partnerships. Lastly, as the management of these partnerships is highly
complex due to the inherently paradoxical relationship, | conclude this section with

elucidating critical success factors.

4.2.3.1Coopetitive Balance

As products and business-models of the four start-ups are relatively homogeneous, |
discover that the case companies uniformly go through three overarching phases: pre-
commercialization, commercialization and expansion. | utilize these phases to structure
my explanations about the balance shifts. Figure 18 visualizes the balance between
cooperative and competitive forces over time for the three distinct phases. | amplify each
of the phases and the decision points in the following sections. Furthermore, to increase
the traceability of these empirical findings, Appendix 7 provides an overview of

cooperative and competitive elements in the different phases.
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Figure 18: Coopetitive Balance throughout the Partnership, Source: awation
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Phase 1: Pre-Commercialization Phase

For the pre-commercialization phase, the start-ups again uniformly describe five distinct
phases: ideation, development, prototype, small-scale pilot and large-scale trials. No
collaboration with established firms takes place before the platform prototype is
developed. After the prototype is completet$ viability needs to be tested and
coopetitive partnerships are initiated. This is coherent with my findings from the previous
chapter about thde QF XPEHQWVY PRWLYDWLRQV 7KHVH ILUPV
potentially disruptive technology, and only an existing prototype renders this exploration
possible. The first step of the partnerships is to conduct small-scale trials to demonstrate

the functionality and viability of the platform.

After successfully piloting the prototype on a small-scale, the partners perform a trial on

a larger scale to test the scalability of the solution. Here, the case companies leverage the
customer base of the incumbents, approximately 200 to 1000 households, to demonstrate
the resilience of the innovative blockchain-based solution on a larger scale. As testing the
technology in large-scale trials represents the last step before commercial deployment, |
discover that the cooperation intensity at this point reaches its maximum between the
partners. This is confirmed by the SL of Start-Up S, elucidating that in this phase
SHYHU\ER G863 WD Z\W UlNdeGhis srqrtwrd\thiroughout all four cases:
while all operative employees of the start-ups are working on the collaborations, the
incumbent is usually involved through their innovation department or with a team of their
innovation business unit. Undoubtedly, until this stage, the coopetitive partnership is
heavily imbalanced towards cooperative elements. Merely the inherently disruptive
nature of the stark SV I S WhdRr&HyFr&resents a competitive element in the first five
stages (see Chapter 3.2).

Phase 2: Commercialization Phase

For the commercialization phase, | find that the interviewees describe different options to
commercialize their product with each option having certain implications on the
coopetitive balance. Hence, | define the end of the large scale-trial as the first decision
point for the start-ups. After this point, the balance of cooperation and competition
intensity is dependent on the chosen commercialization approach. The interviewees
outline three diverging approaches: cooperation-dominant, balanced and competition-
dominant, which | outline in the following.
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Figure 19: Relationship in Cooperation-Dominant Approach, Source: own creation

In the first option, thecooperation-dominant approach the start-ups solely act as
technology provider or consultancy and use their technology to enhance existing products
of the incumbent companies (see Figure 19). To explain this relationship with the energy
industry value chain, the incumbents become clients of the start-ups. As supplier, the
start-ups pursue a Softwaas-a-Service model to enhance the existing value proposition

of the energy retailers, utilizing their innovative technology. Clearly, the intensity of
cooperative forces preponderates. However, a competitive element is added in this phase,
since the coopetitive partnerships become non-exclusive in this phase. The CMO of Start-
Up E confirms this, explainingLl ZH DUH HQWHULQJ WKH PDUNHW DV L
we tend to develop partners quite naturally because the same kind of partners would be
RXU GLVWULEXWLRQ FKWheQ fih@ tatbefdse ReXdécisiOnlpdind eV
start-ups focus on collaborations with one energy retailer in a certain market, they plan to

open their services for incumbents competing in the same market.

Platform
(Utility-as-a-Service)

>

Start-Up - Incumbent

[
.5

(Owner) g (Provider)

A 4
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Figure 20: Relationship in Balanced Approach, Source: own creation

In contrast, theébalanced approachis described as the second described option and
comprises additional competitive elements. Here, incumbent and start-up join forces as
equal partners to introduce a novel product to the market (see Figure 20). Thisnplatfo
concept is coined by the interviewee of St&rs 8 DV 3-&%a{3MLD/W ILikE ®her
platform concepts, this utility-like platform aims to empower third parties to trade a

certain product or service with each oth#n this case electricity. Utitly-asa-Platform,
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in this case, does not mean that the energy retailers or utility companies are replaced by
the platform. In fact, the established firm keeps a crucial role in this framework. Utilizing
the role definitions of Van Alstynet al. (2016), the incumbent becomes the provider of

the platform, possessing the user interface as well as the customer relationship, while the
start-up takes the role of the owner, controlling the intellectual property of the software.
Nevertheless, the energy retailers are forced to cannibalize part of their traditional
business because the platform allows producers to sell energy directly to consumers. The
original value proposition of the energy retailers is rendered obsolete, as their function as
an intermediary between production and consumption side is replaced by the platform.
However, this platform concept provides an opportunity for a new more service-oriented

business model for incumbent energy retailers.

Start-Up
(Provider & Owner)
Production Side Al Platform p---4 + Consumption Side
\\ Il
N ’,’
\\ ’I
\J Y
Incumbent (

Figure 21: Relationship in Competition-Dominant-Approach, Source: own creation

The third option described by the interviewees iscbmpetition-dominant approach

to commercialization. Here, the start-ups directly undermine the value proposition of
established energy retailers by enabling direct intermediation between producers and
consumers through their platform (see Figure 21). In contrast to the balanced approach,
the entrepreneurial firms act as both provider and owner of the platforms, operating the
front-end as well as the back-end. While in the second option, the incumbent keeps the
client relationship, the start-up completely disintermediates this relationship in the
competition-dominant approach. In regard to the coopetitive balance, this means that the

cooperative force dissipates entirely, resulting in a clearly prevailing competitive force.

Although the interviewees of the four start-ups elaborated on all three of these options,
they concordantly decided to pursue the cooperation-dominant approach for the
commercialization of their innovation. In their argumentation, they predominantly refer

to the rationales | elucidated in the two preceding chapters, especially emphasizing the
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high market entry barriers due to the regulatory and infrastructural environment.
Additionally, they underscore their decisions with reasons why they refrain from
choosing an approach with higher intensity of competitive forces. In particular, the
Business Development Leaders of Start-Up A and Start-Up U explicate that the
competition-dominant approach would entail competing with financially superior
incumbent companies in a highly mature market. Interestingly, the balance shifts in the

next phase.
Phase 3: Expansion Phase

As outlined before, all case companies follow a two-phase strategy, consisting of
diverging commercialization and expansion strategies. Although the transition from
commercialization to expansion phase is rather seamless, | observed that the end of the
commercialization phase represents a second decision point for the start-ups. This
decision again has major implications on the coopetitive balance. In contrast to the second
phase, where all start-ups pursue a cooperative-dominant approach, in the third phase the
strategies comprise stronger competitive forces. | find that in the long run, none of the
start-ups plans to be solely a technology provider to improve existing products of
established energy retailers. In fact, all four case companies envision to deploy their
innovative platform solutions, two of them in collaboration with the incumbent, the other
two independent of the incumbent. The expansion strategies of Start-Up A and Start-Up
U envisage a balanced coopetitive partnership, deploying the platform in collaboration
with the respective incumbent energy retailers. In comparison, the expansion strategies
of Start-Up E and Start-Up S are competition-dominant, since both companies plan to
emerge as direct competitors to the incumbent companies in the long-term. Regardless of
this difference, this shows that the partnerships in all four cases become more competitive

in the expansion phase.

To explain this observation, | distinguish two key drivers of this shift: external drivers
and internal drivers. First, external drivers describe anticipated changes in the regulatory
and infrastructural environment in favour of the stAr& |V V R GixcNud. IBaGkMo
Chapter 4.2.1, entering the highly regulated energy industry without a pisrtrety

difficult due to the regulatory complexity and uncertainty. However, as the regulations
for the innovative solution begin to emerge, thK R¥W R UXOHV ™ -UpoA) aéeN D U W

progressively defined, likely easing the market entry for the start-ups. As access to
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infrastructure and regulatory compliance were two key motivation factors for start-ups
for engaging in the coopetitive partnerships, the benefit in regard to these two factors
decreases as a result of these anticipated regulatory changes in favour innovative
solutions. Hence, the start-ups become less dependent on the partner, resulting in more

balanced coopetition.

Second, internal drivers summarize the gradually diminishing value of the coopetitive
partnership for the start-up over time. As analysed in the chapter before, the motivation
factors of start-ups primarily aim to overcome market entry barriers and to secure survival
in a critical time at the beginning of its development. Howeawnethe early stages of the
partnership, the start-ups are able to accelerate their growth as well as their traction
rapidly, resulting in a decreasing marginal benefit of the collaboration over time. As a
result, the cooperative force decreases after the start-ups have géogibld in the
energy market. Both the external and the internal drivers explain the progressive inline of

coopetitive balance towards competitive forces, as illustrated in Figure 18 (see p. 86).

Besides the general shift towards the competitive forces, | identify that the strategy of
Start-Up E and Start-Up S is shifting more towards the competitive side in comparison to
the strategy of Start-Up A and Start-Up U. While the latter two firms aim to collaborate
with the incumbents in a long-term partnership, Start-Up S intends to follow a hybrid
strategy = deployment in some countries with and in others without a partter
HYHQWXDOO\ Uiké®RK LDNVNIDRWQL Ok B).\6iwirly \8Btart-Up E aims to
become a full-service provider in the long-term, offering the platform without a partner

and consequently pursuing an exclusively competitive strategy in the long-term.

| discover that the reason for St#8tS $V DQ&S6MNUMKRLFH RI WKH FRRE
strategy lies in the commercial environment. As most of the markets in which these two
start-ups are became liberalised a long-time ago, fierce competition among incumbent
energy retailers exist. Consequently, having a partner in these markets results in
significant advantages. First, the incumbents are under the pressure to differentiate
themselves from the competition. Hence, they are looking for innovative solutions such

as the ones offered by the case companies. Second, competing with the incumbents would

result in significant financial challenges for the start-up, as they had to approach
customers individually. Although the challenges diminish after the start-up grew through

91



the cooperation-dominant commercialization, the advantages of the partnership with an
established company persist in these markets.

3 RI ZRUOGYV SRSXODWLRQ OLYHV LQ $VLD DQG DOPR'
cities; and they are all connected to central power grids. Japan liberalised its power grid
in 2016, China has done so in parts and Singapore will be the first in Southeast-Asia. As
more countries liberalise their electricity markets, consumers will get greater choice in
choosing their electricity retailersandd KH ZD\ WKH\ ZDQW WR FRQVXPH
(Whitepaper, Start-Up S)

This is different for Start-Up S, which is primarily operating in markets which only
recently became increasingly liberalised. Since in regulated markets usually only
centralized state-owned utility companies exist, competitive energy retailers have yet to
enter these markets onitas permitted as a result of deregulation. Thus, the experience
curve and scale advantages of incumbent firms are not yet existent in these environments,

which results in reduced benefits of the partnership for the start-up.

In contrast, Start-Up E chose the competition-dominant long-term strategy for a different
reason. The Estonian Start-Up focusses with its strategy on commercial customers, and
as a result, the start-up aims to achieve economies of scale more quickly, since it bypasses
the need for onboarding each customer individually. However, the cooperation-dominant
commercialization approach is key to achieve accelerated growth as well as publicity to
gain traction in the corporate segment. Both factors are key to establish network effects,
spurring the growth of the platform. To summarize, | observed that the strategic focus on
corporate customer reduces the benefits of a coopetitive partnership with incumbents and
hence the start-up views the competition-dominant expansion strategy as most beneficial.

Analysing the coopetitive balance across the four cases, | identify several patterns. First,
| observe that three alternative approaches to coopetitive partnerships with distinct
coopetitive balance existooperation-dominant, balanced and competition-dominant.
This categorization is in line with previous research. For instance, Gnyawali and
Charleton (2018 X WLOL]J]H WKH IDFWRU PEDODQFHY WR FODVVLI\ F
managerial implications for each of the three approaches. Further studies make use of the
same categorizations, confirming the observed pattern @twal, 2016; Parket al,
2014). Previous studies additionally link coopetitive balance with innovation outcomes.
Luo et al.(2016) argue that value can only be created if the coopetition is balanced. While
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their study analyses coopetitive partnership among equally sized companies, my findings
contradict with this claim. Especially for partnerships among start-ups and incumbents, |

discover that the balance naturally shifts over time as a result of several drivers.

As studies about the balance in this special kind of coopetition is very scarce, | decide to
broaden the literature | take into account. From the field of commercialization strategies
for high-tech start-ups, Gans and Stern (2003) argue that new entrants have to decide
whether to cooperate or compete with incumbents. Similarly, Cozzolino and Rothaermel
(2018) explain that either cooperation or competition are pursued as options between
these players. However, based on the described findings, | argue that these results need
to be extended. Besides cooperation- or competition-dominant, innovative start-ups have
the possibility to commercialize and expand their offelimg balanced coopetition-
strategy. In line with the findings of Van Alstym al. (2016), | indicate that digital
platforms with its implications on competition are a key enabler for balanced coopetition
strategies. Contributing their core competencies, start-ups act as owners and incumbents

as providers, so that the partners coopetitively diffuse the innovation.

As the second patterhdiscover that the balance between cooperative and competitive
forces is not stable throughout the coopetition process, but significantly shifts over time.
The coopetition is initiated after the demonstration of technological viability but is
heavily imbalanced towards cooperation in the early stages of the partnership. This
imbalance is maintained in the commercialization phase, before cooperative forces
dwindle, and competitive forces increase over time in the expansion phase. This confirms
the findings of Gans and Stern (2003), who indicate that the partnerships are only initiated
after the underlying technology of the innovation is prowamthermore, the observed
shifting balance underscores the findings of Bengtssoal. (2010), which portray

coopetitive balance as a dynamic rather than a static phenomenon.

This pattern is further in line with the results of the study of Bengtsson and Kock,(2000)
which depict that high levels of cooperation are predominantly found in the early stages
of product development. The same study further argues that customer proximity of
activities correlates with increasing competition among the partners. As aforementioned,
the literature about coopetitive balance in partnerships is still in a very nascent stage.
Hence, | identified only the study of Ansatial.(2016) contributing to this research area,

arguing that balance shifts are a result of mitigating spill-over effects of actions on other
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ecosystem partners. While my findings corroborate that customer proximity plays a role
in the shifting balance, | can neither affirm nor contradict the finding of Arsaal.

(2016), as coopetition in an ecosystem is not the scope of my thesis.

As the third pattern in this context, | identified two distinct factors, which influence the
coopetitive balance: external and internal factors. Taking the perspective of the start-up,
external as well as internal factors are unfavourable for innovation diffusion at the early

stages of the partnership. Externally, the regulatory and infrastructural environment
complicates the market entry and expansion. Internally, the entrepreneurial firms lack

skills and resources to accelerate its growth, to gain traction and eventually to establish
network effects. As a result of the unfavourable circumstances, the coopetitive
partnershigs cooperation-dominant in the beginning. Over time, the balance gradually

shifts again driven by external and internal developmeng WHUQDOO\ WKH pOLD
Q H Z Q dker¥dkes, as the regulators adapt policy frameworks to foster the innovative
solutions. Internally, the benefits of the collaboration decrease since the marginal benefits
behindthestartX SV PDLQ PRWLYDWLRQ IDFWRUV uSXEOLFLW\ D
JURZWKY DV ZHOO DV upRdReSIHVEID tinhindgH. ApkirD feb@ LilgeJ §
aforementioned research findings of Ansral.(2016) and Bengtsson and Kock (2Q00)

existing coopetition research largely falls short of explaining the reasons for the shifting

balance.

Only Cozzolino and Rothaermel (2018) add to this research gap. They argue that the
balance in the collaboration between an incumbent and new entrant becomes less stable
over time, highlighting particularly the gradually diminishing value of the partnership

over time. Confirming my argumentation that external factors influence cooperative and
competitive forces, Cozzolino and Rothaermel (2018) explicate the impact of
SHQYLURQPHQWDO FKDQJpl 380743 QVhile KHe sEuRYROSIIH Mdirastly R Q
connected to the field of coopetition, Tee(1986) validates the importance of
environmental factors, suggesting that these significantly influence thexsgaffv . DELOL W\
3SIWR FDSWXUH WKH SURILWV (§.287H M \Wot feonEthe Pe®edtd@ QR Y D W L
area of coopetition, Gans and Stern (2003) highlight the importance of the environment

on the commercialization strategies of start-ups, distinguishing excludability and

complementary asset environment.

94



The significance of the internal factors on the coopetitive balance is confirmed by
previous research as well. Based on previous findings of &tyal (2018), Cozzolino

and Rothaermel (2018) propose that resource complementarity decreases throughout the
process of the collaboration. Hamel (1991) further adds that redundancies in skills and
knowledge are likely to occur in the collaboration as time progresses, reducing the
dependence from the partner. These findings largely corroborate the identified motivation
factors for start-ups engaging in coopetition with incumbents (see Chapter 4.2.2). As |
elaborated in that context, the start-ups are able to capture the benefits of the competition

earlier than the incumbent, so that dependence declines over time.
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Figure 22: Impact of External and Internal Factors on Coopetitive Balance, Soowze:creation

Summarizing the discussed findings of this section, | developed a schematic overview,
which illustrates the impactf @xternal and internal factors on the coopetitive balance
(see Figure 22). As my study in line with previous research shows, if both external and
internal factors impede innovation diffusion, the coopetitive partnership tends to be
cooperation-dominant. Circling back to the case companies to exemplify this suggestion,
at early stages of the partnership the companies lack access to infrastructure and
regulatory approvals (external factors) as well as resources and knowledge to accelerate
their growth (internal factors). As time progresses, an enhanced regulatory situation
(external driver) and a decreased marginal benefit of the partnership (internal driver)

reduce the cooperative and enlarge the competitive force in the coopetition, resulting in a
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shifting balance. | further observed that the shifting balance inherits a high potential for

tensions, which | further explicate in the following section.

4.2.3.2Coopetitive Tensions

Due to the highly complex relationship between inhomogeneous partners, the involved
parties need to be aware of potential tensions. By analysing the similarities and
differences across the four cases, | discovered three distinct categories of coopetitive
tensions: intertemporal divergence, dissimilarity of interests and inhomogeneity of

cultures.

As introduced before, across all four cases | discoveradtariemporal divergence
between the realization of benefits. More specifically, the start-ups are able to capture the
value of the collaboration more quickly, since they aim to overcome market entry barriers
and to receive support in a very nascent stage. In contrast, the incumbents need to invest
resources and partially cannibalize their existing business to be able to capture value in
the later stages of the collaboration. As the BDL of Start-Up U highlights, the incumbents
KDYH W Rsha/tBeinpdin fo getalong HUP JDLQ”

This further leads to the second coopetitive tension, which | define based on the
observations ofHDFK S D UW\{ VThe Rtarttupd Mim&RilQY seek to accelerate
growth, gain publicity and improve their market knowledge, whereas the incumbent seeks
to explore a potentially disruptive technology and to build innovation capabilities.
Clearly, both parties pursue fundamentallyerging interests which can potentially

result in coopetitive tensions hindering the value creation and appropriation processes.

The third tension, thdissimilarity of cultures, stems from the inhomogeneity of the

parties involved in the collaboration. The SL of Start-Up S particularly exemplifies that

KLV ILUP 3ZRXOG OLNH WR PRYH IDVWHU DQG WU\ WR GH:
but the incumberff Yorporate culture impedes this agility. He defines the incumbent
SDUWQHU DV U D,Whidd Unddulitadly leaadskiolpstéhtial tensions. This notion

is confirmed by the other case companies. For instance, the Co-Founder and Managing
Director of Start-Up A elucidates that his firm generalp QWY WR SPDNH D ELJ VS
dive into large scale rollouts EXW KH DFNQRZOHGJHV WKDW 3VPDOOHL
IRU SRWHQWLDOO\ WUHSLG HQHUJ\ SDUWQHUV’
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Enfolding existing literature, | discover that only the tensions emerging from diverging
interests have widely been confirmed by literature on coopetition (i.e. Bengtsson and
Kock, 2000; Gnyawaliet al, 2016). As an explanation for this tension, Ritala and
Hurmelinna-Laukkanen (2013) suggest that this tension stems from role conflicts in the
value creation phase due to opposing logics. Confirming the risk of conflicting interests
in coopetition, Ansaret al.(2016) introduce intertemporal divergence as a second source
for coopetitive tensions, which corroborates the explanation of the interviewees.
However, | argue that this factor is only prevalent in coopetitive partnerships between
start-ups and incumbents because the motivations and thus the time frame of benefit
realization are more similar if the partners are homogenous. Lastly, | discover that
previous research has not linked the dissimilarity of cultures with coopetitive tensions.
While Lin and Sun (2010), as well as Petterl. (2014), argue that a reduced distance
RI ERWK SDUWQHUYV fimpdétans fariHe YieteEsXoDddb)dtitidn ] Nsuggest

to define this particular factor as a significant source for coopetitive tensesgpecially

in collaborations between inhomogeneous partners such as start-ups and incumbents.

Based on these observations and discussions, | further observe the pattern that the
potential for tensions is more prevalent in coopetitive partnerships between start-ups and

incumbents than for those among equally sized parties. Clearly, the interests between
inhomogeneous partners are diverging to a larger extent, resulting in an enlarged potential
for intertemporal tensions. Moreover, the dissimilar cultures add to the already increased

potential. Taking previous research into account, | find that Aesati(2016) and Hora

et al.(2018) substantiate this suggestion. No studies have been identified, which repudiate

the claim that tensions in inhomogeneous coopetitive partnerships are more prevailing

than in homogenous ones.

Due to the increased potential for tensions, it is particularly crucial in coopetitive
partnerships between start-ups and incumbents to mitigate risk factors. Hence, | describe

critical success factors for these partnerships in the subsequent section.

4.2.3.3Critical Success Factors

As the coopetitive partnership is a crucial step in the commercialization and expansion
strategy of the four start-ups, they rely on the success of the collaboration. To maximize
the success of the coopetition, several factors play a crucial role. Based on the preceding

sections, | recognizemanagement of coopetitive balancas well asmanagement of

97



coopetitive tensionsas two very crucial factors for success. For the identification of
further critical success factors, | conduct a semi-quantitative analysis. As Figure 23
indicates, four factors are highlighted by all case companies and one factor is mentioned

by three of them. In the following, | elaborate on these dominant factors.

Frequencies of Codes
0 5 10 15

Complementarity of skills & resource Sl N
Open knowledge sharindilll N
Clear communication & responsibilitie SN
Aligned vision & objectives I
Willingness to innovate I
Capability & capacity of partner< I

Long-term commitment N

mStart-Up S mStart-Up U mStart-Up A = Start-Up E

Figure 23: Critical Success Factors, Source: own creation

The most dominant factor is tltemplementarity of skills and resourcesThis factor
describes that the partnerships allow each patmebtain access to new skills and
resources. | find that the interviewees deem their technology as well as their
innovativeness as the most important resource they contribute to the partnership. From
the other perspective, the incumbents bring deep market knowledge, an existing customer
base and the necessary capital into the partnership. The second critical success factor is
openknowledge sharing Only sharing of knowledge and experiences enables each party
to capture the benefits of the collaboration to create value on both the joint- and the firm-
level. While none of the case companies refuses to share knowledge about blockchain-
technology or the functionality of the end product, they uniformly agree that they keep
their source code confidential as their unique intellectual property. However, Start-Up U
and Start-Up E explain that knowledge protection does not play a central role in the
collaboration. Both firms justify the reduced necessity for official knowledge sharing and
protection guidelines with the fast-paced environment, which rapidly changes the

underlying technology.
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Clear communication and responsibilitiesfoster open knowledge sharing. For this
reason, the start-ups emphasize that this factealsirong impact on the coopetition
success. The following quote underscores that a well-structured collaboration is key to

SUcCCess:

3 Z2oen communication throughout the entire process is very important because
sometimes it means foreseeing the unforeseeable. That means sometimes there are
things that you could never have seen and what you need to do is have those open

communication lines in place. At least the process where innovation can be fed back
into the broader theme. At least that you know who is holding the ball and what is
next.” %'/ 6UpRAYW

Aligned vision and objectivess the fourth critical success factor mentioned by all case
companies. The interviewees particularly emphasize that if a partnership lacks a thorough
fundamenttshared vision and goatsthe progress of the collaboration is significantly

impeded. Aligned objectives are required to ensure that both parties are moving in the

same direction. The fifth critical success factor representsitiiregness to innovateof

both the start-up as well as the incumbent involved in the coopetition. As the BDL of
Start-Up A illustrates*WKH FDWDO\VW IRU WKDW >WKH SURMHFW 1\
ZLOOLQJQHVV IRU LQF XtarEbp@\does woRline @ yonreition/ihis factor

as critical for success. However, the +IPSKDVL]HVY WKDW KLV ILUP RQO\
forward-O R R Npa@nkts, indirectly emphasizing the need for a certain degree of
ZLOOLQJQHVV WR LQQRYDWH A4Y R rewdinihg LMDFACROEEH QW V V
capability and capacity of partners as well asa long-term commitment, are not

uniformly supported by all four case companies and thus not dominant, | refrain from
elaborating on those in this section.

By analysing the seven dominant critical success factors, | discover the pattern that these
factors aim to maximize the utility of the coopetitive partnership at different stages. At
the beginning of this partnership between start-ups and incumbents, the building of a
thorough fundament is essential. This fundament is laid by the parties by focussing on
resource complementarity as well as willingness to innovate during the partner choice.
During the initiation phase of the partnership, aligning vision and objectives as well as
installing clear communication structures and responsibilities aim to proactively reduce

friction and to enable knowledge sharing. During the coopetitive partnership, the
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continuous management of coopetitive balance and coopetitive tensions is important to
allow joint value creation. dking previous research into account, | discover that
complementarity of resources (Bengtsson and Kock, 2000; ¢élaig 2018), as well as

open knowledge sharing and clear communication and responsibilities (Bowtcken

2015; Gastet al, 2019), are widely acknowledged as critical success factors.
Furthermore, existing literature clearly describes the management of coopetitive balance
and tensions as important for success (Genh, 2007; Gnyawali and Charleton, 2018).
However, | discover that willingness to innovate and aligned vision and objectives are
not particularly termed crucial for value creation through coopetition. While Bengtsson
and Kock (2000) and Horet al. (2018) indicate innovation capabilities as a significant
factor, | claim that it has to be extended to innovation capability and willingness. As the
BDLofStart-8S $ H[SODLQHG ZLOOLQJQHVV LV WKH 3FDWDO\VW
the willingness, the capability is futile. Even though aligned vision and objectives is only
indirectly defined by Horat al.(2018) as important for success, | claim that it represents
an additional success factor. The alignment between the partners is especially central
coopetition between inhomogeneous partners, since this facilitates working towards a

common goal, so that potential tensions are pre-emptively reduced.

Synthesizing the emerging patterns of this sectiosLimmarize that the balance of
cooperative and competitive forces varies considerably throughout the coopetition
process, dependent on the chosen commercialization and expansion strategies of the start-
ups. Furthermore, | identify external and internal drivers which significantly impact the
coopetitive balance over time. Not only the shifting coopetitive balance, but also the
divergent interests and cultures represent significant risks for the collaboration. However,
these risks can be mitigated before and during the partnership by leveraging seven
identified critical success factors. By considering these, the start-ups and incumbents aim
to create value and diffuse the disruptive innovation. Hence, in the next chapter, | amplify

the impact of coopetition on the diffusion process of disruptive innovation.
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4.2.4 Diffusion of Disruptive Innovation through Coopetition

The eventual goal of the coopetition between start-up and incumbent company is
diffusion of the P2P trading platform in the energy industry. While the preceding sections
have already elucidated the motivations for and the process of coopetition, this section
elucidates the impact of coopetition on innovation diffusion. Interestingly, only minor
differences among the four cases exist. Based on my empirical findings,el Figpat

24 to schematically visualize the impact of coopetition on the adoption of the platforms.
The three phases are coherent with those of the coopetition process: pre-

commercialization, commercialization and expansion phase.

A
—— With coopetition

- ==~ Without coopetition

Phase |

Adoption (cumulative)

-

I
______ :
= == : » Time
Pre-Commercialization ——— Commercialization ————»  Expansion ———p

Figure 24: Innovation Diffusion Process through Coopetition, Source: own aneati

In the first phase, until the large-scale trial, the adoption of the Xt&%{J SURGXFWV L
negligible. I find that especially the novelty and complexity of the product in combination
with the traditionally slow-moving energy industry protract the innovation diffusion in
the beginning. The BDL of Start-Up A metaphorically illustrates the impact of the

coopetition in this phase with the following quote:

3 do not know if you know about moving an object over a surface with a lot of friction.
To move the object, you need to overcome the static friction, and then the object is
rolling and that requires much less force. And | would say having this initial discussion
WKDWfV WKH IRUFH WR RYHUFRPH IULFWLRQ i$QG WKHQ
the rolling of the object” %'/ 6WPBUW
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With this metaphor, he refers to the increased adoption after the collaboration with the
incumbent companys started. The coopetitive partnership enables the start-up to
overcome the obstacles to commercialize the disruptive technology. All start-ups agree

that the innovation diffusion would be slower if not impossible without a partner in this
phase. While the interviewee of St&8tS 6 GHILQHYV LW DOhe BPULESWItFDO”™ 6/
Up U utiizesWKH ZRUG. 3FUXFLDO’

In the commercialization phase, the previously described cooperation-dominant
coopetition accelerates the innovation diffusion. However, in this phase | observe that the
start-ups do not commercialize their actual solution, but offer the underlying technology
to incumbent companies, which allows these incumbents to enhance their existing
offering. The BDL affirms this observation, explaining that his sd&& LV 3SWDNLQJ WK
Clayton Christensen approach to disruptive innovation, which is bottom-up. So, solve a
few small problems and keep the low-hanging fruits and then grow the company from
W K HCoHerent with the findings described in the last chapter, | discover that the
marginal impact of the coopetition on the adoption decreases over time. After the major
obstacles of entering the market are overcome and the new entrant gained foothold in the
market, the start-up expanis offering and, once the commercial environment allows,

starts introducing their P2P energy trading platforms.

Interestingly, | observe that the whole diffusion process of the ¥t&t§latforms is not

directly describechs disruptivefby the start-ups. While they see their innovation as
MGLVUXSWHFNHYD WKHH\WKDW WKH\ QRW DLP WheCEGLVUXSWI
and Co-Founder of Sta®S 8 XQGHUVFRUHY WKDW 3WKLV LV QRW D |
It is an evolutioQ ©  7G6tHounder and Managing Director of Start-Up A confirms that

SWKH LQGXVWU\ QHHGY WR EH GLVUXSWHG LQ D PDQDJH
FRPSOHWHO\ G\VIXQFWLRQDO zZD\’

By analysing the impact of coopetition on the innovation diffusion process, | discover an
emerging pattern. In coherence with the two-phase strategy pursued by the start-ups, the
case companies adapt their offering over time. Whitee beginning, all of the four case
companies use their technology to improve the incumbents offering, in the second phase
they aim to provide a more holistic platform solution. Utilizing the distinction of
Christensen (1997), it becomes clear that in the first phase the coopetition diffuses a

sustaining innovation, as it improves the existing offering along the traditional
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performance trajectory by making it more efficient. However, in the second phase, the
coopetition diffuses a disruptive innovation, since the platform offers new value

propositions as outlined in Chapter 3.2.

After a comprehensive review of additional literature, | only identify the research of

Ansariet al.(2016) as targeted on the shifting nature of the innovation. Interestingly, their

study states that the innovation of the case compaMncreasingly viewed as a

sustaining force instead of the initially perceived disruptive influéuel844), which

contrasts with my finding. Ansaet al. (2016) further elaborate that the reframing from

disruptive to sustaining innovation helps to secure the support of incumbent companies.

| claim that environmental characteristics are the explanations for the opposing findings.

The research of Ansasét al. (2016) takes place in the television ecosystem, which is
inherently3VA\VWHPDWLF DQG FRPSOH[ ZLWddeR¢l@onhspOH VLGHV
ZLWKLQ DQG D.FI8RNV Ns e ddrplexity$n combination with the multiple

sidesis the biggest challenge for the disruptive entrant, the case company is forced to

adjust the perception of its product. In contrast, the biggest challenge for the case
companies of my study is described as the regulatory circumstances and uncertainty. Due

to this challenge, the start-ups choose to enter the market with a sustaining innovation to
overcome the liability of newness by collaborating with incumbent companies.
Consequently, | argue that the finding of previous literature does not repudiate my

finding, but rather highlights the importance of the circumstances. For markets with high

entry barriers due to regulations, | claim that start-ups ease the commercialization by
entering with a sustaining innovation and thusb¥ FRPSOLVKLQJ LQFXPEHQW(V

In this section, | explained similarities and differences across the cases to identify and
discuss emerging patterns in the next step. These steps represent the second and third
stage of the methodological approach outlined in Chapter 3.2. The fourth stage of this

process explained in the subsequent section.
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4.3 Modification of Theoretical Framework

Based on conclusions from the literature review, | dewsa@ptheoretical framework to
guide the empirical part of this study. After | systematically executed and described the
first three stages of the methodological approach in the preceding two sections, this
section presents the final framework (see Figure 25). This modified framework is the
result of constant iteration between empirical data, emergent patterns and existing
literature. In the following, I first introduce the alterations to the theoretical framework,

before | answer the research questions with the help of this framework.

l > Commercial Environment < l
Commercialization A R ehtinne Siralegy
Strategy
A 4 v
Disruptive Start-Up Incumbent Company
A 4
Coopetition

Motivations Common Obj ectives _ Motivations

Resources = . " Resources
Tensions Success Factors

* Diverging interests Complementarity

e Intertemporal divergence Corporate cultures

e  Cultural dissimilarity Intangible assets

Management of coopetitive

balance & tensions

Knowledge management

*  Mutual trust

e Innovation willingness and
capabilities

e  Aligned vision & objective

Coopetition Process
Internal External

Factors Emperhon- Balanced i rabon. Factors
dominant dominant

A 4

Diffusion of Innovation

[ Phase 1: Sustaining Innovation

Phase 2: Disruptive Innovation ]

Figure 25: Revised Theoretical Framework, Source: own creation
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As a result of the iterative process, | modify several areas of the initial theoretical
framework. First, | identify a strong reciprocal relationship among commercial
environment, coopetitive partnership as well as each partner individually. While all case
companies highlight the commercial environment as a significant challenge, two of them
are involved in governmental inquiries to contribute to a future policy framework which
GHILQHMwIWK Hie gamé IR U Wrbvhative platform solution. Second, the
comparison of my empirical findings with existing theory suggests that the
inhomogeneity of the two parties results in increased tensions throughout the coopetition
process. Not only are the previously identified two sources for tensions more significant,
but also inheres the clash of the start-up mentality with the traditional mindset of the
incumbent additional conflict potential. To mitigate this risk, | identified innovation
willingness as well as aligned vision and objectives as two additional critical success

factors, which | added to the framework.

Third, | complement the initial theoretical framework with more specific findings of the
coopetition process, distinguishing cooperation-dominant, balanced, and competition-
dominant partnerships. While these three options are closely linked with each other, |
discover that both internal and external factors significantly influence the balance. Lastly,
| specify the innovation diffusion process by including the shifting nature of the
innovation in the visualization. Based on the existing literature, the empirical findings
and the modified theoretical framework, | answer the research questions of this study in
the following.

SQ1: How does the commercial environment impact the strategies of disruptive

start-ups?

Although the case companies are operating in diverging geographical and regulatory
environments within the energy industry, all four start-ups highlight the impact of the
commercial environment on their strategy. More specifically, | observe that the regulatory
uncertainty, as well as the regulatory barriers, are defined as two factors. In coherence

with findings of previous research from Bhide (2000), | identify the pattern across the

IRXU FDVHV WKDW 3LQQRY D Wk Ré&BUsWessO@EdpmeénDLEaddd J X O D W
of Start-Up A illustrated. Besides the non-existing regulations, also the existing
regulations represennaobstacle for the market entry. As demonstrated by previous

research, | argue that these regulations can represent a significant market entry barrier
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and thus a substantial challenge for start-ups to diffuse disruptive innovations (i.e.
Christenseret al, 2004).

As a response to the adverse commercial environment, | observe that the four case
companies pursue a flexible two-phase strategy. In the first phase, the firms plan to enter
the market through a partnership with an incumbent retailer. In the second phase, the start-
ups amend their strategy in anticipation of favourable regulatory changes. In this context,
these favourable regulatory changes are defined not only as alternations of existing policy,
but also the emergence of new policies, which guide the deployment of theX Sart
innovations. The review of existing literature corroborates my findings on the need for
flexible and adaptable strategies in the early stages of a venture (Christensen and Raynor,
2003).

SQ2: Why do disruptive start-ups and incumbent companies pursue coopetitive

partnerships?

Based on the frequencies of the motivation factors of my inductive coding approach,
identify several motivation factors for start-ups and incumbents engaging in coopetition.
Interestingly, both the motivation factors itself as well as the timeframe of realizing the

underlying benefits are highly divergent.

By collaborating with incumbents, disruptive start-ups intend to overcome market entry

barriers and enhance their competitiveness during the critical early stages of the
innovation commercialization and expansion. In particular, the young firm aims to gain

access to infrastructure and regulatory compliance to enter the market. After market entry,

the start-up seeks to enhance its chance to survive by benefiting from publicity and
credibility, cooperative learning, aswell 8¢ KH LQFXPEHQW fV aAdpoWweHW NQR ZC
through the coopetitive partnership to accelerate its growth. These factors are confirmed

by previous studies, only regulatory compliance is an exception here (i.e. Bengtsson and

Kock, 2000; Gnyawali and Park, 2009). However, based on the analysed primary and
secondary data, | find strong support that this factor is significant, especially in highly

regulated industries.

Across the four cases, | observed that the established players primarily aim on long-term
benefits with engaging in coopetitive partnerships with disruptive start-ups. Exploring a

new technology and building innovation capabilities are two rationales to avoid being
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disrupted in the long-term. Once the technology reached a certain degree of maturity, the
incumbents further intend to differentiate their offering with the help of the innovative

partner. Synthesizing the two perspectives, it becomes evident that the start-up is able to
realize benefits of coopetition before the incumbent. Quoting the Business Development

Leader of Start-Up U, the incumbents haveetél LQWHUHVWHG LQ *FDQQLEDOL
and face3D V KertJ pdin to get a lonWHUP JDLQ"™ $OWKRXJIK WKLV L
divergence is strongly substantiated by my empirical findings, previous literature about

this phenomenon is scarce. While no study contradicts with this finding, Aetsali

(2016) corroborate the identified time-lag.

SQ3: How are coopetitive partnerships between disruptive start-ups and incumbent

companies performed?

Analysing the coopetition process across the four cases, | observe that the balance of
cooperative and competitive forces significantly shifts over time. In accordance with
previous research from Gnyawali and Charleton (2018), | categorize cooperation-
dominant, balanced and competition-dominant coopetitive partnerships. While at the
beginning, the balance is inclined towards the cooperative force, | discover a gradual shift
towards the competitive force as time progresses and the partnership matures, confirming
the findings of Bengtsson and Kock (2000).

Iterating between previous literature, empirical data and emerging patterns, | determine
two criteria influencing this balance: external and internal factors. The external factor
summarizes the commercial environment in combination with the aforementioned
SOLDELOLW\ RI QHZQHVV"® ZKLFK LPSHGH WKH LQQRYDW
conflates the decreasing marginal besefitthe coopetitive partnership for the start-up

as time progresses. Here, the reason is that the start-up is able to capture the benefits early
in the coopetition process, so that, for instance, the resource and skill complementarity
diminishes over time. Since Ansatial.(2016) affirm my finding of the shifting balance

and Cozzolino and Rothaermel (2018) corroborate the influence of time on the
coopetition between start-up and incumbent, | claim that this empirical finding closes the
research gap on the reasons for the shifting balance in these special kind of coopetitive

partnerships.

Synthesising these new insights, | introduce a model that depicts that if external and
internal factors impede the stakSTV LOQQRYDWLRQ GLIIXVLRQ WKH FRR
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to be cooperation-dominated, since the start-up is more dependent on the incumbent than
the other way around. In contrast, if the internal and external factors favour th¥ Sty
innovation diffusion, the partnerships tend to be more inclined towards the competitive

force.

Further answering the third sub-question, | claim that the significantly shifting balance,
as well as the divergent motivations of each party, increase the potential for coopetitive
tensions, which is confirmed by previous research (i.e. Aesal, 2016; Gnyawalet

al., 2016). In fact, | add the cultural dissimilarity as an additional source for tensions
complementing previous research on coopetitive tensions. As a result of the shifting
balance and evolving tensions, | ideptihe management of coopetitive balance and
tensions as two critical success factors. | further confirm complementarity of resources,
open knowledge sharing and clear communication and responsibilities as factors crucial
for coopetition success (i.e. Bengtsson and Kock, 2000; eloah, 2018). Adding to
existing theory, | additionally define aligned vision and objectives and willingness to

innovate to be significant criteria for success.

SQ4: How do coopetitive partnerships between disruptive start-ups and incumbent

companies promote the diffusion process of disruptive innovation?

By leveraging complementary skills and resources as well as cooperative learning during
the partnership, start-ups and incumbent companies collaboratively overcome market
entry barriers and promote the innovation diffusion. Interestingly, taking the distinction
of Christensen (1997), it is not throughout the whole process a disruptive innovation being
promoted. | identified that the start-ups pursue a cooperation-dominant coopetition during
the first stage to convince partners of the collaboration. In this phase, the start-ups
improve the existing offering of the incumbent, which is defined as sustaining innovation.
As time progresses, start-ups seek to expand their offering to a platform-solution,
disintermediating the traditional business model, which is defined as disruptive
innovation. Only the study of the television industry by Ansaral. (2016) indicate a

shift between sustaining and disruptive innovation within the same coopetitive innovation
diffusion process. However, | demonstrate a shift into the opposing diretfi@m

sustaining to disruptive nature.
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RQ: How are start-ups disrupting a highly regulated industry through coopetitive

partnerships with incumbent companies?

Answering the main research question of my thesis, | propose that start-ups disrupt a
highly regulated industry through coopetitive partnerships with incumbent companies in
two successive stages. In the first stage, the start-ups engage in cooperation-dominant
partnerships to improve the existing product offering of the incumbent through sustaining
innovation. As time progresses and external as well as internal factors become more
favourable for the stark STV LQ QR Y D W L R&tn&thips<Bétom® incvéasidgly
competitive. Consequently, in the second stage, the start-ups expand their product to a
platform solution, rewriting the rules of cooperation, competition and coopetition, and

disrupt the industry either independently or in collaboration with the incumbent company.
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5 Conclusion

Disruptive start-ups have already transformed the landscape in a variety of industries.
Among the most prominent examples, Airbnb and Uber redefined the hospitality and taxi
industries, respectively, through their innovative platform business models, threating the
value propositions of incumbent companies. However, other industries, such as
healthcare and energy, have yet to experience such a strong digital transformation.
According to Michael Barnard, the interviewed expert, this is due to the high entry

barriers and, in particular, due to the complexity and importance of the functionality of

these industries for companies, households, and society.

While overcoming these barriers is undoubtedly difficult for start-ups, their high-tech
solutions have the potential to significgnimpact the most pressing challenges of
humankind: climate change and universal health. Hence, | started reviewing the literature
on how start-ups can diffuse these innovations in these environments. This led me to
identify the research gap in the conjunction of disruptive innovation theory and
coopetition: partnerships among disruptive start-ups and incumbents in highly regulated
industries. This area reflects the combination of explicitly stated research gaps by leading
authors in these fields (Bouncken al, 2015; Christenseept al, 2018; Ritalaet al,

2016). Consequently, | defined the following as the research que8tow are start-

ups disrupting a highly regulated industry through coopetitive partnerships with
incumbent companies? In the following section, | summarize the main findings,
theoretical contributions, and managerial implications of this study. Additionally, |
discuss its limitations and provide suggestions for future research.

5.1 Main Findings

Guided by the theoretical framework and the research questions, | am able to summarize
the key findings of this thesis in three points. First, | identified an intertemporal
divergence in the realization of benefits, which increases the potential for coopetitive
tensions among the partners. In particular, the start-up realizes the benefits, underlying
the motivations for engaging in a coopetitive partnership, in earlier stages than the
incumbent. The entrepreneurial firm intends to overcome market entry barriers and to
secure survival in the early venture stages, whereas the incumbent seeks to differentiate
itself in the long term, avoiding disruption by new entrants. Only the study of Aetsari

al. (2016) confirms this intertemporal divergence and the resulting potential for tensions.
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The lack of previous findings of this pattern indicates its specificity to relationships
between heterogeneous partners, since studies about equally large coopetition partners
omit the mention of these dissimilar motivations and the resultimglag in realization

of benefits (Bengtsson and Kock, 2000; Bouncé&eal, 2018).

Second, | develaggm a model to explain the shifting coopetitive balance between
cooperative and competitive forces, based on observations of the balance in different
stages of the coopetition process. | claim that external and internal factors influence the
coopetitive balance. In accordance with research in the field of coopetition (Cozzolino
and Rothaermel, 2018) and competition (Gans and Stern, 2003; Teece, 1986), |
demonstrate that the commercial environment as the external factor has a significant
impact on the balance. If variables such as regulations and customer behaviour favour the
innovation of a start-up, | find that the coopetitive partnerships with incumbents are more
inclined towards the competitive force. In accordance with previous findings in the
research area of coopetition, | further define that an internal factor plays a role (Cozzolino
and Rothaermel, 2018). The internal factor consists of the resources and knowledge
required to accelerate the growth of the start-up. My analysis shows that at the beginning
of the coopetitive partnership, the internal factors do not favour the st§rpagition, as

the start-ups require complementary resources and skills from the incumbent. Over time,
the skillset and resource configuration of the start-up becomes more favourable, resulting

in a reduced cooperative force.

As both the external and the internal factor become increasingly favourable for the start-
up over time, | observed that the balance shifts from cooperation-dominant to balanced
or even competition-dominant. While getwo factors have been derived from literature

on coopetition among partners of equal size, | again discover a key difference in the
context of heterogeneous partnerships. Across the four case companies of this study, |
observed that two of them pursue a balanced coopetition in the expansion phase,
deploying their platform in close collaboration with the incumbent. This is special for the
heterogeneous coopetition, since, for instance, Bengtsson and Kock (2000) concluded
contradictory findings on homogeneous coopetition, claiming that marketing and sales

activities are usually dominated by competition.

Third, | find that the flexible two-phase strategy of the start-ups combined with the

coopetitive partnership demands a certain category of innovation. During the first phase,
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the cooperation-dominant phase, the start-ups utilize their technology to improve the
existing products of the incumbert sustaining innovation per definition. However, in
later stages of the coopetition, the start-ups expand their offering to a platform solution,
which represents a disruptive innovation. The transition from sustaining to disruptive
innovation is not corroborated by previous literature, only Aretaai. (2016) observed

an opposite transition. Comparing this again with previous findings on coopetition among
equally sized firmsl cannot identify any supporting or contradictory findings. Previous
research in this field does not focus on transitions of sustaining to disruptive innovation,
but only distinguishes the impact of different kinds of collaboration on innovation
performance (Soriano, 2016; Ritala and Hurmelinna-Laukkanen, 2009; Yami and Nemeh,
2017).

Synthesizing the three key findings of this study, | draw the conclusion that a clear
distinction between coopetition among start-ups and incumbents, and coopetition among
equally-sized partners is required. In the former, dissimilar motivation factors lead to a
uniquely shifting coopetitive balance, inhere additional coopetitive tensions and require
particular factors to ensure success. Furthermore, the innovation diffusion process is
observed to be special in this coopetition typed QFH , VXJJHVW WKH WHUP 3K
FRRSHWLWLRQ  IRU SDUWQHUVKLSYVY EHWZHHQ XQHTXDOO)
ups and incumbents. The theoretical contribution of this novel term is further illustrated

in the following section.

5.2 Theoretical Contributions
This thesis was guided by the gaps and opportunities, which were identified in the
literature review. It contributes to previous research threefold, since it adds to the fields

of disruptive innovation theory, coopetition as well as the conjunction of both.

In the context of disruptive innovation theory, this study follows the call from Christensen
et al. (2018) and further elucidates certain industry dynamics which significantly impact
the trajectories of disruptive innovations. More specificdlijiustrated based on cases

in the energy industry that the regulatory and infrastructural environment reprasents

clear boundary condition for disruptions. The presefriagntavourable external factors

has the potential to significantly impede or even to completely prohibit the disruption of
an industry. Furthermore, | contribute novel findings about the disruption strategies of

start-ups as well as response strategies of the incumbents to existing research in this field.
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In particular, this study shows that disruption and response strategies of both parties can
be conjoined in the framework of coopetitive partnerships, so that these firms rather
collaborate tharcompete with each other. To initiate these collaborations, this study
shows that the nature of innovations does not have to be either disruptive or sustaining,
but potentially transitions over time. This is in coherence with the findings of Agtsari

al. (2016), but 1 observed an innovation type shift into the opposing direction.

In the research area of coopetition, this study aimed to contribute to several research gaps.
First, 1 explain how the commercial environment impacts the coopetitive balance
throughout the process of coopetition. Previously defined as a research opportunity by
Soppeet al.(2014), | depict that the coopetitive balance is dependent on the presence of
environmental factorsf ithe environmental factors are favourable for the diffusion of
innovation, the coopetitive partnership tends to be rather competition-dominated. Second,

| follow the suggestion of Bounckest al. (2015) and Ritalat al. (2016) by analysing
coopetition among start-ups and incumbent companies and consequently identified key
distinctions for this special kind of coopetition as outlined in the main findings. This led
PH WR GHILQLQJ WKH WHUP 3KHWHU I BpRgRURSGUEIR R S HW L W
sized partners, such as disruptive start-ups and incumbent firms. With the introduced
theoretical framework, | aim to build upon and to combine previous research in this field
from Ansariet al.(2016) Cozzolino and Rothaermel (2018) as well as Haral. (2018)

and offer a holistic foundation for future research.

Undoubtedly, certain similarities exist between homogeneous and heterogeneous
coopetition. While both types share characteristics in the areas of environmental
influence, critical success factors, as well as sources for tensions, the fundamental
inhomogeneity of start-ups and incumbents entail distinctive characteristics of the
partnership, which demand special consideration. In particular, the dissimilar motivations
lead to unique shifts in the coopetitive balance, tensions as well as success factors, and
result in a specific innovation diffusion process. Only if research distinguishes these finer-

grained categories of coopetitive partnerships, advancements can be accomplished.

The need for these more granular categories becomes particularly evident in the
theoretical contribution of this study to the conjunction of the field disruptive innovation
theory and coopetition. | observed that heterogeneous coopetition lead to a specific

diffusion process of an innovation. To balance the interests of each partner, the start-ups
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enter the coopetition with a sustaining innovation, which enhances the existing offering
of the incumbentsThe partnership allows coping with market entry barriers and
accelerates the growth of the entrepreneurial firm at the beginning of the venture. Over
time, the start-up advances its offering and eventually plans to establish the disruptive
innovation in the market. As this partnership progresses, theXst@diependency of the
incumbent diminishes, so that the coopetition becomes increasingly competitive.

In contrast, homogenous coopetition is characterized by high similarities between the
partners. These similarities surface, for instance, in the motivation factors, which are less
divergent than in heterogeneous partnerships. This homogeneous motivation factors are
again reflected in the process of coopetition, since the timing of the realization of benefits
is less dissimilar. Consequently, this results in other balance shifts, other tensians and
different type of innovation diffusion. The identification of the distinctive innovation
diffusion process as a result of heterogeneous coopetition follows the call for more
research in the conjunction of disruptive innovation theory and coopetition by Bouncken
et al. (2015) as well as Ritalet al. (2016) and adds to the previous findings in this field

by Ansariet al.(2016).

5.3 Managerial Implications

Besides contributing to existing theory, this study defines several managerial implications
for both leaders of start-ups and established firms, which | elucidate in the following. As

a result of high resource and skill complementarity, previous research already indicates
that collaboration among start-ups and incumbents is particularly beneficial for the

involved parties (Freeman and Engel, 2007; Weiblen and Chesbrough, 2015). My study
underscores these findings, while highlighting certain managerial implications

For leaders of entrepreneurial firms, this study suggests that partnerships with incumbent
firms can be very valuable. Especially in industries and markets with significant market
entry barriers, an incumbent partner which is already operating in this environment can
help the start-up overcoming the initial obstacles. The Business Development Leader of
Start-8S $ L O O XV W UthbDwy tHe/objéd{, DWW néé& ta> overcome the static friction,
and then the object is rolling and that requires much less foeferring to the challenges

in the early stages of a start-up. This study suggests that start-ups should first
collaboratively develop a sustaining innovation with the incumbent company, easing the

initiation of the coopetitive partnership. During the collaboration, the start-ups can
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expand their offering to transitido the disruptive innovation and eventually deploy that

innovation within the initiated coopetitive partnership.

For leaders of incumbent companies, the coopetitive partnership can be equally beneficial
because it has the potential to avoid a disruption of its business model in the long-term.
Nonetheless, decision-makers at the established firm need to be aware of the coopetitive
balance throughout the process to ensure a win-win-relationship. In particular, it is
important to establish mutual trust and long-term commitment, so that not only the start-
up gains an advantage through realizing the short-term benefits. If the partnership is
construed only for a short period, the incumbent company risks boosting the growth of
the disruptive start-up and eventually supports the disruption of the market it is operating
in.

For both parties, | recommend keeping the defined critical success factors in mind
throughout all stages of the partnership. At the initiation stage, the parties should ensure
high complementarity of skills and resources, willingness and capabilities to innovate as
wellastheORZ GLVWDQFH RI HDFK SDUW\YV FRUSRUDWH FXOW
coopetition, the partners should align visions and objectives and install clear
communication structures and responsibilities. Throughout the process, | further
recommend proactive management of coopetitive balance and tensions, to increase the

probability of value creation on both joint- and firm-level.

5.4 Limitations and Suggestions for Future Resarch
This chapter presents the limitations and suggestions for future research, before it
concludes the thesis. Limitations are crucial for explaining the generalizability of the

research. Based on my methodological approach, | define several limitations.

First, the multiple case study is based on four cases within the energy industry. Since |
indicate that the commercial environment has a significant impact on the strategies of the
involved parties as well as on the coopetition itself, the findings are only generalizable on

industries with certain characteristics. | determine that industries with high entry barriers

due to regulatory or infrastructural requirements fulfil these characteristics. By no means,
the findings are only applicable the energy industry. In fact, | argue that the healthcare

industry is only one exemplary environment for which these findings can be transferred.
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Nevertheless, this assumption has yet to be affirmed and thus replicating this study in

other industry environments represents a clear path for future research.

Second, as | follow the multiple case study approach as outlined by Eisenhardt (1989), it
Is necessary to establish comparative grounds among the cases. As | selected cases from
a clearly defined population through theoretical sampling based on three specific
requirements, | control extraneous variation. While Appendix 1 illustrates the results of
the highly systematic selection process, certain dissimilarities among the cases persist.
Similar to the study of Harris and Sutton (1986) and in alignment with the
recommendations of Eisenhardt (1989), the procedure led to selecting cases from diverse
geographies to develop new theory, which is generalizable across different geographical
environments. Furthermore, by analysing the cases separately, it became evident that the
start-ups are in slightly deviating stages of the commercialization process. | claim that
this does not undermine the necessary comparative grounds because it supports the insight
into different stages of the commercialization process. Moreover, | argue that the high
concordance among the cases further signalize that appropriate comparability was
established across the cases. However, certain limitations and suggestions for future
research due to the case selection remain. On the one hand, the novel empirical findings
are only substantiated by the four cases of my study. Undoubtedly, these findings have to
be corroborated or repudiated by replication of the methodology on other cases. The cases
of the defined population, which were not considered due to immatwdyld be
interesting for replication once they reach the required stage of the commercialization
process. On the other hand, a single case could be selected to gain even deeper insight
into the underlying processes of heterogeneous coopetition. This is also in line with the
described trade-off between richness and the number of cases by Petkia{2009)

The single case study can focus on generating even richer insight and reaffirming the
findings of my multiple case study, as explicated by Langley and Abdallah (2011).

Third, this study explicitly focuses on the perspective of the start-up. In the
methodological approach, | decided to concentrate on collecting data on this perspective,
ZKLOH UHDFKLQJ WKH UHTXLUHG VDWXU D/dMaR €ldiR U GDWD
achieved with primary data from the expert interview with Michael Barnard as well as
comprehensive secondary data published by these companies. Even though the collected
data ensures validity and reliability for the scope of this study, collecting further primary

GDWD IURP WKH L Qénxdegaringzhvsiion theQcQliRbdiations would further
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bolster the findings. Hence, | define the exploration of the incumbents perspective as
another path for future research to elucidate emerging patterns on the other perspective.

Fourth, although | was able to choose four globally leading start-ups in the blockchain-
based P2P energy trading space, all four enterprises are at a relatively eady tstaige
venture and thus the magnitude of the collected data represents ex-ante information. Even
though this data is very suitable for the purpose of this study as it elucidates reasons for
strategic choices, this data does not allow the retrospective evaluation of these decisions.
Consequently, | cannot reliably analyse the effectivity of diverging actions of the star
ups. However, this limitation represents a promising research area for the future, once ex-

post data is available to evaluate key decisions.

Fifth, as | frequently mentioned throughout this study, the research area of heterogeneous
coopetition is still in its infancy. This exploratory study in combination with previous
findings from other authors builds a fundament for future research. However, to bolster
the current state of research on this topic, | recommend additional studies particularly on
motivation factors, coopetitive balance and tensions, critical success factors as well as the
impact on the innovation diffusion process. Undoubtedly, the defined term
SKHWHURJHQHRXYV FR R ShdVglbatdnRafion, @HiPdIQpBsés indtlbonly
partnerships among start-ups and incumbents, but also among other dissimilar types of

companies such as small and medium-sized enterprises or multinationals.
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Appendices

Appendix 1: Overview of Potential Case Companies

Name

Country

Brief Description

Founded

Collaboration

POC/MPV

Start-Up G1

Germany

Start-Up Gl is a start-up founded by the Incumbent
G's innovation hub, before it was spun out. It aims
to build a blockchain-powered energy marketplace.

2017

v

Start-Up S

Singapore

Start-Up S develops a blockchain-based peer-to-
peer energy trading platform.

2017

Start-Up UK

United
Kingdom

Start-Up UK's mission is to develop the shared,
digital infrastructure that underpins the energy
transmission, and executed its first P2P energy
trade in 2018.

2015

Start-Up C1

China

Start-Up C1 wants to decentralize the power
infrastructure into millions of self-sufficient
microgrids and thus enable blockchain-based
energy frading.

2014

Start-Up C2

China

Start-Up C2 aims to enable energy transaction and
settlements on microgrids, so that intermediaries
are eliminated.

2016

Start-Up I

Israel

Start-Up 1 is not only focussing on developing a
P2P energy trading platform, but also on other
decentralized solutions for future energy network.

2016

Start-Up G2

Germany

Start-Up G2 co-founded the EWF and boasts both
utility companies and start-ups to develop
innovative solutions.

2016

Start-Up US1

United
States

Start-Up US was incubated by ConsenSys, and will
operate as a commercial electricity retailer in
deregulated markets.

2017

Start-Up U

United
States

Start-Up U was the first start-up, which executed a
blockchain-based p2p energy transaction on its
Brooklyn Microgrid.

2012

Start-Up G3

Germany

Start-Up G3 developed the EnerChain and consults
incumbents in the energy industry to introduce this
p2p energy trading system.

2001

Start-Up A

Australia

Start-Up A is developing different blockchain-
based systems for the energy industry. Among
those the p2p energy trading marketplace for
residents.

2016

Start-Up US2

United
States

Start-Up US2 developed an adaptive solar
microgrid system with includes a blockchain-based
p2p energy trading application.

2018

Start-Up E

Estonia

Start-Up E builds a platform which brings together
producers and consumers, as well as allows the p2p
trading of PPAs, primarily for commercial
customers.

2017

C XL K XK XIx| x| < < L
CIXT L KX KK x| X

chosen

not chosen due to lack of access

not chosen due to lack of POC/MVP/collaboration

not chosen, because not an (independent) start-up
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Appendix 2: Interview Guide for Start-Ups

Part 1: Questions related to Start-Up itself

1. Could you please briefly explain how your company got started and evolved (idea, vision, growth
intentions, financing, internationalization strategies)?

2. What are the biggest challenges your start-up is facing (in general & especially regarding
innovations)?

3. What are your target customers at the moment and how do you plan to approach them?

4. How do you collaborate with TSOs/DSOs to attain access to the required physical infrastructure?

Part 2: Questions related to Start-Ups Strategy

5. What are the most challenging standards and regulations you are facing and how does your
strategy take them into account?

6. How does blockchain-technology affect your strategy/business-model?

7. 'What are your competitors and in what ways do you compete with those?

8. What do you think is your competitive advantage?

Part 3: Questions related to the Coopetitive Partnership

. With which companies are you currently collaborating?
10. How would you classify these companies?
a. Competitor
b. Complementor
c. Supplier
d. Customer
11. What are the main motivations behind the collaboration (for each side)?
12. What are the common objectives of the collaboration?
13. Which factors are critical for the success of the collaboration?
14. Which resources/skills/knowledge does your start-up bring into the cooperation?
15. Which resources/skills/knowledge does the partner company bring into the cooperation?
16. In what way is knowledge shared/protected between the partners of the cooperation?
17. What is the legal and organizational structure for the collaboration?
18. Who is involved in the collaboration (employees/departments)?
19. How important is the collaboration for the success of your start-up?
20. How much influence does the partner company have on changes on the service/platform?

Part 4: Questions related to the Diffusion of Disruptive Innovation through Coopetition
21. What have the outcomes of the collaboration been so far?

22. How has the collaboration benefitted the diffusion of your innovative solution so far?
23. How satisfied are you with the collaboration and where do you see room for improvement?
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Appendix 3: Interview Guide for Industry Expert
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Appendix 4: Coding Scheme (Theme 1 & 2)
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Appendix 5: Coding Scheme (Theme 3 & 4)
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Appendix 6: Coding Scheme (Other Themes)
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Appendix 7: Cooperative and Competitive Forces impacting Coopetitive Balance
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